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EXAMINING MINNESOTA’S ECONOMY AFTER 
SEPTEMBER IITH: STRATEGIES FOR WORK- 
FORCE AND BUSINESS RECOVERY 


MONDAY, OCTOBER 8, 2001 

U.S. Senate, 

Subcommittee on Employment, Safety, and Training, 

OF THE Committee on Health, Education, Labor, and 

Pensions, 
Washington, DC. 

The committee met, pursuant to notice, at 10:07 a.m., at the 
Thunderbird Hotel, 2201 East 78th Street, Bloomington, MN, Hon. 
Paul Wellstone presiding. 

Present: Senator Wellstone and Dayton. 

Senator Wellstone. The hearing will come to order. This formal 
field hearing will come to order, and we will all stand for the pres- 
entation of the Color Guard by the VFW Post 1350 from North St. 
Paul. 

Let me first of all welcome all to this Senate Subcommittee on 
Employment Safety and Training. I want to welcome my col- 
leagues, Senator Dayton and Congressman Ramstad and Congress- 
man Sabo and Congressman Oberstar. 

I would like to just do a little bit of housekeeping, and all of us 
are going to be very brief in our formal statements, because this 
is, I think for me, perhaps the most serious hearing I have ever 
had in our State of Minnesota, not only because of the challenges 
in Afghanistan and abroad, and not only because of some of the 
very important considerations of the security of our own country, 
but because of the whole question of economic security for Minneso- 
tans and what we need to do for people in our State and our coun- 
try to get this economy going. 

Let me first of all introduce some elected officials that are here. 
I am just going to read some people’s names off. Senator Jane 
Krentz, Senator Don Betzold. Senator Sheila Kiscaden. Senator 
John Hottinger. Representative Mark Gleason. Representative 
Karen Clark. Representative Joe Mullery, Representative Morris 
Walrick, Representative Betty Folliard, Representative Tony 
Sertich. Representative Wes Skoglund, Former State Rep Todd 
Otis, Minneapolis Council Member Barret Lane. Minneapolis Coun- 
cil Member Sandy Colvin Roy, and we are also joined by Ed Daum, 
who is District Director of SBA. 

Now, I would say to colleagues, there may be other representa- 
tives and senators who are not here, and if you are, please make 
sure we get your name, so we can recognize you. Senator Twyla 

( 1 ) 
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Ring is here, as well. I am trying to read my — Senator Dayton’s 
writing. [Laughter.] 

But could we please give a round of applause for all of the offi- 
cials who have come a long way. [Applause.] 

As I said, we will be brief, and each of us have important roles 
in this hearing. This is a hearing of the Senate Subcommittee on 
Employment, Safety, and Training, and I want to welcome my col- 
leagues, and I want to thank all Minnesotans for being here. 

I have to say this: It is with mixed emotions that I chair this 
hearing. On the one hand, the civic spirit and the sense of commu- 
nity that brings everybody here together — and I want to recognize 
that we have high school students from Burnsville Senior High, 
from Minneapolis South High, and from Bloomington Jefferson 
High, as well. It really moves me. This is the best of Minnesota. 
[Applause.] Why don’t the students please stand up. Thank you for 
being here. 

On the other hand, this is beyond sad. This is really tragic to see 
the economic pain of so many working families, so many small 
business people in our State of Minnesota, and that is what brings 
us together, as well. I have said more than once that to me it is 
different now shaking hands with people. I find so often that the 
handshake now in Minnesota is people reaching out with their 
hand and saying, “Please help me.” That is why all of us are here, 
and I want to point out that we want to talk about recognition. We 
were talking among ourselves. This is a bipartisan hearing, we are 
committed to working together, and I think all of us as Democrats 
would like to give special acknowledgment to just an outstanding 
Congressman, Congressman Jim Ramstad. [Applause.] 

We know about the 4,500 workers that have been laid off from 
Northwest Airlines. Let me just simply say that there is a ripple 
effect throughout our economy. As we all well know, Minnesota is 
also an important destination for the entire world, and there is the 
tourism industry, and we are really being hard hit, and we are 
going to hear about that, as well. 

We cannot forget northern Minnesota, the timber industry and 
the taconite industry. We cannot forget the farm economy. We can- 
not forget Greater Minnesota, and there will be a strong emphasis 
on thaL as well. We will focus on larger businesses, but we will 
focus on smaller businesses, and we cannot forget the smaller busi- 
nesses that create a lot of the jobs. There will be testimony from 
business, and testimony from labor. We come together as Minneso- 
tans very unified in our determination to find out all of the prob- 
lems that we are faced with, and also to act. From Ada to 
Zumbrota, Minnesota is facing a huge economic challenge, and the 
whole focus of this hearing is to hear from Minnesota, a broad sec- 
tion of Minnesota, to do what is economically sound. 

For my own part, I think it is critically important to put purchas- 
ing power back in the pockets of working families. I mean, I have 
been pushing hard on an economic stimulus package in the Senate. 
Senator Dayton has, my colleagues have. I will not spend a lot of 
time on that now because people will testify. I want simply to say 
that it is time for all of us to roll up our sleeves, and clearly, before 
this Congress adjourns, we must pass an economic stimulus pack- 
age that will provide the help to people who are flat on their back. 
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and make sure that families are able to do all right, and make sure 
that working people are able to have the purchasing power, and 
make sure we give this economy the stimulus that it needs. That 
is the work that we must do, and that is what this hearing is 
about. 

Thank you, and now I hand this over to Senator Dayton. Rebecca 
Yanisch is also here, who is Commissioner of Trade and Economic 
Development, and I want to give her special recognition. She came 
to Washington, DC, last week, testified before our full committee, 
said that conceivably Minnesota could see as many as 20,000 men 
and women unemployed. It was powerful testimony. I would like to 
acknowledge Rebecca Yanisch. Thank you. [Applause.] 

Senator Dayton. Thank you, Mr. Chairman. I am used to refer- 
ring to the committee conveners as — or Madam Chairman at the 
Senate. But being hundredth in seniority, I am not used to sitting 
next to the chairman of the committee. I am usually down in the 
next time zone, down at the other end of the table. [Laughter.] But 
welcome to everybody here. I want to get on to hear from the pan- 
elists. It will be my privilege to introduce this first panel. We have 
really outstanding testimony for the time here. 

I agree with everything Senator Wellstone said, and I want to es- 
pecially thank him for convening this hearing and giving me a 
chance to participate. I look forward to the testimony. 

Well, I am going to do them here in order of their remarks. And 
our first panelist is Kelly Doering, who is the president of E-Travel 
Experts. Kelly is the president of this very profitable and privately 
held start-up company, founded in 1997. E-Travel Experts provide 
a broad range of service and technical support functions to on-line 
airline web sites and on-line travel web sites, including NWA.Com 
and Orbitz.Com. The company has grown from five employees to 
over 200 in less than 4 years. Since September 11, 2001, however, 
their revenues are down 50 percent. 

Ms. Doering, welcome. 

STATEMENTS OF KELLY DOERING, PRESIDENT OF E-TRAVEL 
EXPERTS, EDEN PRAIRIE, MN; ROXANNE LEAKE, FORMER 
RESERVATION AGENT, NORTHWEST AIRLINES, MINNEAPO- 
LIS, MN; GEORGE LOGAN III, CEO/PRESIDENT OF G. LOGAN 
& SONS HAULING, INC., ST. PAUL, MN; CHERYL DUSEK, IT 
PROJECT MANAGER, NORTHWEST AIRLINES, MINNEAPOLIS, 
MN; AND HYDRA JUHOR, FOOD PRODUCTION WORKER, LSG 
SKYCHEFS, MINNEAPOLIS, MN. 

Ms. Doering. Thank you. Thank you for allowing me to present 
today. I appreciate the opportunity to come and speak today. There 
are three things that I would really like to emphasize. 

Senator Wellstone. Can you hear? 

Audience. No. 

Ms. Doering. OK. There are three things I would like to empha- 
size today since the tragedy of September 11th. Our on-line sales, 
as the Senator has mentioned, have dropped 50 percent. Our reve- 
nues are tied to airline ticket volumes. We support the Northwest 
Airlines web site from a technical standpoint, and Orbitz, as well. 
So as the airline industry is impacted, so are we. But one of the 
important things about the airline industry is that the on-line sales 
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are a very cost-effective way for them to sell, service, and distribute 
tickets, and it is a growing area, as people become more Internet- 
savvy. And as part of that, when that is impacted, then we are im- 
pacted as well. 

The other thing is that with our company having grown so much, 
we have brought jobs to Minnesota, and we intend to continue 
growing and creating jobs in Minnesota. For example, down in 
Mankato, southern Minnesota, we brought 130 jobs in just this 
year. And we intend to double or triple in size over the course of 
the next year. 

However, since September 11th, the uncertainty in the industry 
makes us not sure about that growth, about our ability to grow. So 
with that, in trying to bring in new jobs, we have opted to partici- 
pate in some of the programs, training programs that Minnesota 
has, the Minnesota Jobs Skills Partnership, and possibly looking at 
Operation Green-Thumb. We wanted to be able to train our people. 
However, if we cannot hire people, we certainly cannot train them. 
So that is really part of the risk that we are experiencing right 
now. 

With that, our revenues, for example — I will give you an example 
of what is going on in the industry. In August, between Northwest 
and Orbitz, the on-line ticket sales were about half a million, and 
it has dropped dramatically since September. We have lost prob- 
ably about half a million dollars in revenue. Our workload, how- 
ever, is still high, and our costs are still at 100 percent, so it is a 
direct impact to our company. Fortunately, we have not had to lay 
off any people. However, the workload is high for our existing staff, 
so hiring may be a little slower. 

So, in conclusion, I just want to say that we appreciate the sup- 
port that you have given to the airline industry, and we hope that 
you can continue to provide some of the economic stimulus and 
support of the industry. And we need to get people back on the 
planes and flying again. 

Thank you. 

[The prepared statement of Ms. Doering may be found in addi- 
tional material.] 

Senator Dayton. Thank you. 

Our next presenter is Roxanne Leake, former reservations agent 
from Northwest Airlines. Welcome. Roxanne is the mother of four 
young boys, and joined Northwest Airlines 5 months ago, and was 
on probationary status as a new employee. On September 22nd, 
she was laid off. And then on September 24th, she, along with 
many other probationary reservations agents, was terminated as a 
result of the September 11th attacks. She was and still is very 
proud of working at Northwest Airlines. Roxanne just wants to go 
back to work. 

We are glad you are here. Thank you. 

Ms. Leake. Thank you. I am honored to be here today. I would 
like to tell the Burnsville students that I am very, very proud that 
they are here. I used to work at Burnsville High School and had 
other positions in the Burnsville School District, so I am really im- 
pressed and very proud that you are here. 

As I was introduced, my name is Roxanne Leake, and I am mar- 
ried to my husband, Don, for almost 11 years. We have four won- 
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derful sons. The one thing I would like to share with you is that 
two of my four children are children with special needs, and so it 
is very important to us as a family to have a second income, which 
I don’t consider a second income. I consider it a first with a first. 

I would like to express to you today the commitment required to 
he a Northwest Airlines employee, the enjoyment of my joh, my 
role during the crisis, and how Northwest Airlines terminated my 
employment. I would like to say that I am here as one voice speak- 
ing on hehalf of many Northwest Airlines employees on the effects 
of the September llth attack on the United States of America. 

As with any company, qualifying for employment requires an 
interviewing, screening, and training process. Because of the 
unique employment position at Northwest, the process is more in- 
depth than for most other entry-level employees. Each individual 
must qualify for each level within the process. 

Having successfully completed the interview process, I was sub- 
ject to a criminal background check and drug screening. At this 
point, I was offered a position, which I accepted, and began my 
training. The training was 4 weeks, very intense, that placed a sig- 
nificant strain on my family’s financial stability. Our wages for 
training were only 60 percent of the entry-level wage. Thus I was 
earning $6.36 an hour. As a family, it was decided to commit our 
resources to support my training and the cost involved, because our 
family supports each person when an opportunity presents itself 

Upon completion of my training, I began my probationary em- 
ployment as a reservation sales agent. The probationary period is 
4 to 6 months, depending upon your status, whether full time or 
part time. I loved going to work every day at Northwest, something 
most people cannot say about their job. The people I worked with 
directly tipped the scales in regards to their service, enthusiasm, 
dedication to the company, each other, and the public at large. The 
reservation agents took great pride in the service we gave to our 
customers. It is a wonderful feeling helping a family get the best 
possible fare for a vacation or helping someone schedule a flight to 
get across the country to attend a funeral of a loved one. 

The events of September llth had a dramatic effect on the re- 
sponsibilities of the probationary reservation agents at Northwest 
Airlines. Northwest declared an emergency and requested all res- 
ervation agents, including probationary agents, to report to work as 
soon as possible. I would like to say also that in this sort of emer- 
gency, the probation agents were requested to behave and act as 
if they were veteran agents, which is something that happens to a 
person after they have gone through probation. I reported for work 
6 hours early that day and worked an 11-hour shift. I felt it was 
my responsibility as a citizen and employee to do everything that 
I could to help people through this crisis. 

On September 22nd, I received a call from Northwest Airlines in- 
forming me I was being laid off. On September 24th, I, along with 
many other probationary agents, was informed that my employ- 
ment was being terminated due to my probationary status. Later 
that day, I received a letter confirming that I was terminated due 
to the effects on the airlines in regards to the events of September 
llth. 
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To say that I was shocked and disappointed is an understate- 
ment. The financial burden placed on my family and the stress of 
long hours I endured during training and probationary period only 
to be terminated through no fault of my own has left my family 
and me in a State of disarray. I am diligently working at maintain- 
ing a positive attitude through the chain of events. I came here to 
explain to you my commitment to my family, my job, and North- 
west Airlines. It is my sincere hope that I have articulated this to 
you in this short time. All I want is the opportunity to return to 
Northwest Airlines as a reservation agent. 

In conclusion, it is my goal to return to Northwest Airlines, as 
stated, and I am asking that you help me and the thousands of 
other displaced airline workers to get back to our jobs. And this is 
my one voice. 

[The prepared statement of Ms. Leake may be found in addi- 
tional material.] 

Senator Dayton. Very articulate and powerful voice. Thank you. 

Ms. Leake. Thank you. 

Senator Dayton. Our next witness is Mr. George Logan, who is 
the owner of G. Logan & Sons Hauling, Inc. Mr. Logan is a Min- 
nesota native who runs this hauling business. He is 35 years old 
with a wife and three boys. Mr. Logan had recently secured a 
$99,000 contract with Penn Co Construction, is that correct? 

Mr. Logan. Penn Co. 

Senator Dayton. Penn Co. Who was working for the Metropoli- 
tan Airports Commission. The contract was canceled on September 
15th as a direct result of the events on September 11th. This has 
resulted in a loss of one-third of his company’s revenue. 

Mr. Logan, welcome. Thank you. 

Mr. Logan. Mr. Chairman, and members of the committee, I am 
pleased to be here to discuss several important issues. 

Senator Wellstone. Do you want to try and get that mike closer 
to you? 

Mr. Logan. As I said, I am pleased to be here today to discuss 
with you several important issues, but first I would like to take the 
time to thank Senator Wellstone’s staff for allowing me to testify 
before the committee today. I am George Logan III, as I was intro- 
duced, a small business owner here in Minnesota. I have a roll-off 
company of construction containers, and I have owned my business 
since 1994. I was able to purchase my first new roll-off with the 
assistance of an SBA loan in 1995. I have been very fortunate that 
my gross revenues in business have risen each and every year. My 
gross revenue last year was over $300,000. Unfortunately, this year 
will be much different. 

I started bidding on projects through the CERT program, and I 
was the successful bidder of the Penn Co construction bid at the 
airport. This contract would have generated almost $100,000. The 
Penn Co contract was canceled 1 week after the signing. I was told 
to pick up my construction containers, that the job was canceled. 
And I would like to stress to the committee that it was canceled, 
not postponed or delayed. This project may or may not resume. 
They are not sure yet. They will check and see if they are going 
to do any more expansions to the airlines. And this cancellation of 
the Penn Co contract is going to place great financial burden on my 
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company, because in order to bid for this job, I had to get more 
equipment and make sure that I could handle the work that was 
set forth. And in doing that, it ran about a $150,000. So now I have 
the equipment and everything to do the work, but no contract. 

So while my business is struggling to meet increased expenses, 
I have less money for my family. This has directly affected my fam- 
ily’s well-being. Recently, I won a trip to Jamaica from a school raf- 
fle at my youngest son’s school, and I was planning on taking my 
family on a trip to Jamaica. Now, even if I had the money to go 
on a trip, I am not sure I would want to take my family on a vaca- 
tion where I would have to fly to its destination. 

The President said we should get back to doing things that we 
normally do. This is hard in my case, since almost a third of my 
income has been lost due to the direct effect of the terrorist activ- 
ity. 

I am not complaining about my losses. My losses have only been 
economic in nature. I have not lost family or friends to the terror- 
ists, and my prayers and sympathy go out to those that have. I just 
have to work a little harder and make sure my business is success- 
ful, and any help the committee can give me is greatly appreciated. 

[The prepared statement of Mr. Logan may be found in addi- 
tional material.] 

Senator Dayton. Thank you, Mr. Logan. 

Our next witness is Ms. Cheryl Dusek, former Northwest Air- 
lines information technology project leader. Cheryl is 54 years old, 
a mother, a wife, a cancer survivor, and a marathon survivor, too, 
I am told. At Minneapolis Marathon yesterday, and sitting here 
today. You are more than a survivor, you are a thriver. 

Ms. Dusek. Thank you. Better sitting than standing. 

Senator Dayton. Cheryl and her family have lived in Eagan for 
the last 20 years. As an IT project manager, Cheryl was making 
a good wage with good benefits and was notified last week that she 
was being laid off. She has one daughter in college and has been 
able to finance all of her children’s education, as well as provide 
financial support for aging parents, all without loan assistance. 
Cheryl is understandably quite concerned about being able to pay 
off their family’s mortgage, health insurance, and educational costs 
as a result of her being laid off. Welcome. 

Ms. Dusek. Thank you. As he did just explain, I think I have led 
a very comfortable life in the last — in my working career. And 
when I was called and asked to testify here, I had actually com- 
mented that I was having a hard time not looking at my own good 
fortune when I had spent the last several weeks seeing really 
heartwrenching stories about people who had lost family members 
in the tragedy, businesses who had lost nearly all of their employ- 
ees on September 11th. And to say that — are we still on? 

Audience. No. 

Ms. Dusek. OK. As I was saying, it was hard to look past the 
sadness in other people’s lives when looking at my own situation. 
We had lived a very comfortable life. We had two kids, we were 
able to pay for their education and expenses, and my 80-year-old 
mother was fortunate enough to have additional support from us. 
She is an 80-year-old person who lives strictly on a $630-a-month 
Social Security check. She lived through the Depression and taught 
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me some very important lessons about hard work and making sure 
that you survive, and that you get through things, and you have 
other people. 

As I thought about my own situation, though, I realized that 
among the people that I knew at Northwest, there were a lot of 
people who were not as fortunate as I am in the respect that I still 
had my family intact, I have another source of income, my husband 
is employed, I am not at risk of losing my health insurance. But 
there are people whose lives are much more impacted and much 
more disrupted than mine. So I set out to kind of interview a few 
of them to find out what exactly this meant to them. And lest I 
misstate anything, I am going to read the statements that they 
provided to me. One of the employees I talked to was in the aero- 
space engineering department. His only work experience since col- 
lege has been with Northwest Airlines. He feels, he tells me, that 
in addition to losing all of his seniority, even if he were called back 
to Northwest, he has lost over a decade of seniority, he would be 
starting from scratch. He has lost his ability to have medical, den- 
tal, and life insurance. He has lost future pension contributions, all 
of his accrued sick pay. He is a sole provider for a family of five 
people. One of his children is in college, and his wife is a full-time 
student, as well. His degree is in a highly specialized field, which 
limits his opportunities for employment to basically airline indus- 
try-related companies. And most of those companies have not 
faring well, so he is not holding out a lot of hope that he is going 
to find something in the area that he is trained for. And even if 
he were, most of the companies that are an option to him are not 
located here in Minnesota. Relocation is something he really 
doesn’t want to consider, but he may have to, and selling his home 
at this time is going to be difficult. 

Another person that I spoke with is a 49-year-old project analyst 
with 6 years of employment with Northwest Airlines. He had told 
me that he had hoped to make Northwest his career home until his 
retirement. He also is a sole provider. His wife just enrolled this 
year in nursing school after many years as a stay-at-home mom. 
He has three children, including a child in college. And because of 
the education expenses that he was incurring, his budget was al- 
ready stretched very thin. Now, unless he can find a job, a com- 
parable position, he is faced with the possibility that either his wife 
will not be able to continue her college education or taking on a 
large amount of debt, which he doesn’t want to do. He has lived 
very frugally in an effort to take care of his family and has done 
so very well. 

I also talked with a 53-year-old single woman who has been with 
Northwest Airlines for 16 years. Her circumstances and her con- 
cerns are very different. How to start over at age 53 when you are 
competing with young, attractive people for jobs in a very fast- 
paced society, it sort of puts a premium on beauty. She has pension 
issues, which as a single person are very much a concern. She is 
not expecting to find a position with comparable pay, but she defi- 
nitely needs to find a position that she can support herself with. 
When you have a spouse, you are able to fall back on someone else, 
someone else’s income, perhaps, to help you through a time like 
this. She is not in that position, and I feel very strongly that she 
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is one of the many people that has been with Northwest for a long 
time for whom this has a really serious impact. And whatever help 
can he offered is going to he greatly appreciated by all of them. 

Thank you. 

[The prepared statement of Ms. Dusek may be found in addi- 
tional material.] 

Senator Dayton. Thank you. We respect you taking the time to 
bring this to others, as well. Thank you. 

Our next expert witness is Mrs. Hydra Juhor, former food service 
worker at LSG SkyChefs. Hydra is an Ethiopian refugee, has lived 
here since June of 2000. As a food production worker, she made 
$8.70 an hour, plus medical and dental benefits. Her wages help 
support her husband and eight children. She lost her job shortly 
after September 11th. 

Ms. Juhor, welcome. 

Ms. Juhor. Thank you. Senator Wellstone, for inviting me to 
speak to you and the whole Minnesota Congressional delegation. I 
feel privileged to be able to speak on the behalf of the tens of thou- 
sands of hospitality workers in Minnesota and across the Nation 
who have lost their jobs as a result of the devastating bombing that 
took place September 11, 2001, at the World Trade Center. 

My name is Hydra Juhor. I emigrated to the U.S. in June of 
2000 with my husband and my children. I am a refugee from Ethi- 
opia, and I am here with refugee status. 

I worked at LSG SkyChef at the Minneapolis-St. Paul Inter- 
national Airport as a food production worker. We supplied all of the 
in-flight food service for Northwest Airlines and KLM. After the at- 
tack on the World Trade Center, the in-flight food service was dras- 
tically cut back, and as a result, I was laid off from my job. Many 
co-workers have also been laid off. 

As a food production worker, I was receiving $8.70 per hour, plus 
medical and dental benefits, as well as life insurance. I have lost 
all my benefits that were provided to me through my union con- 
tract. 

I am married and have eight children ranging from 39 years old 
to 8 years old. Two of my children are still in Ethiopia. I do not 
know what to do. My industry, the hospitality industry, has been 
devastated. There are no jobs to go to, especially jobs that provide 
the level of benefits that I had at LSG SkyChefs. My husband 
works, but in order to feed and clothe my children, pay our rent 
and other bills, my husband and I both need to work to bring in- 
come into our home. 

Back home, I was an accountant, and I planned to go back to 
school to further my education and learn about computers. I am 
trying to better myself and attain a better job and lifestyle. Pres- 
ently, my plans are on hold, as I do not know how I am going to 
go to school until I can get back on my feet. 

The bombing on September 11, 2001, killed 6,000 people and put 
a lot of others out of work, but I feel confident that this Nation will 
pull itself together. One way of doing that is to make sure that peo- 
ple like me and my co-workers are not left forgotten. 

Thank you again for the opportunity and privilege to speak to 
you this morning. Thank you. 
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[The prepared statement of Ms. Juhor may be found in additional 
material.] 

Senator Dayton. Thank you very much. I would like to ask each 
of the panelists just briefly, we have a State program — Commis- 
sioner Yanisch was in Washington last week asking the Federal 
Government for an additional $23 million to provide additional as- 
sistance. Congress is considering an employee assistance package 
this week. What are either yourself directly or your own employees 
and your experience as an owner or worker, what is available now? 
Has anything kicked in for your benefit at this point, and what is 
missing? 

Let me start at that end, Ms. Juhor, and moving back. Are there 
any benefits. State or Federal, that have been made available to 
you? 

Ms. Juhor. No, I do not know what will be next — I had all of 
these benefits: life insurance, medical and trust 

Senator Dayton. So cut off entirely? Nothing is — no benefits, un- 
employment, or health or — nothing has come forward since you 
were 

Ms. Juhor. I do not know about that. 

Senator Dayton. Thank you. 

Ms. Dusek. I think most of the management staff that I was part 
of — and that doesn’t necessarily mean managers, but anyone who 
is noncontract or nonunion is considered management staff. Most 
of us got a certain level of severance package, which is going to tide 
us for just a very short time, for some of us. And obviously, we are 
eligible for unemployment benefits, but one of the things that I 
think everyone is concerned about is that it is not going to be as 
easy to find a job as it was a few years ago. 

I have been laid off three times from technology companies since 
1997, and in each case I was able to bounce back pretty quickly. 
But I know that there are going to be a lot more people with the 
number of people who are out of jobs who are looking for work, and 
it is not going to be as easy, and I am not sure that the benefits 
are going to tide people over long enough to find comparable kinds 
of employment, employment that will help them support their fami- 
lies. And the reality is, until people have money in their pockets, 
as you said, to spend on the goods and services that our companies 
manufacture and sell, the economy is not going to get better. 

Senator Dayton. Thank you. 

Mr. Logan? 

Mr. Logan. Like I stated before, when I got my first work, I had 
an SBA loan, so it was through the Government back then. But 
now I am not laid off or anything; my business is just slowing. 
Hopefully, coming up in the near future, there will be more con- 
tracts, bigger contracts, where I can get the trust going and pay for 
a new truck and containers and that. 

Senator Dayton. Thank you. 

Ms. Leake? 

Ms. Leake. For myself, I am just learning what is out there. I 
have never, ever had to seek unemployment. I just went out right 
away and started applying for jobs, but a lot of them are at or 
below the wage that I was making as a probationary agent, and so 
I am learning a lot about the programs that are out there. 
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If school is an option for me, I do have to look at the care for 
my kids and the schedules that will work and things like that, be- 
cause my kids are going everywhere. They are 8, 6, 5, and 3, and 
at one point in the day or not, they are in school, so I have to work 
with that. But I am considering everything that is out there for me. 
There seems to be a lot. 

Senator Dayton. Good. 

Ms. Doering? 

Ms. Doering. For us, our employees, we didn’t have to lay off 
any because we were understaffed going into September 11th. But 
there really have not been programs or anything that we have been 
able to take advantage of, even though our revenues are down by 
50 percent. We are hoping that things would start bouncing back 
relatively quickly, but our risk is more in the next several months 
as — if things do not bounce back, we could potentially have to lay 
people off, and we do not want to get to that point. 

Mr. Ramstad. First I would like to thank everyone for being here 
today, and particularly I want to thank the teachers and students 
who are here today, because this is very much about your future, 
as well as about the immediate future of the witnesses and the 
other people here assembled. These are tough times, tough times 
for every Minnesotan and every American. We are in a State of 
war, and our economy is in recession. 

And I want to also applaud my friend and colleague. Senator 
Wellstone, for convening this hearing, for reaching out in a biparti- 
san way, because certainly partisanship has no place with the — as 
far as the issues we are talking about today. We need to work in 
a bipartisan, common-sense, pragmatic way on these serious prob- 
lems affecting people’s lives, as we have just heard this very com- 
pelling testimony from these witnesses here. 

I want to thank all of the witnesses for coming, as well. I would 
like to ask a more narrowly focused question of the three of you 
who have lost your jobs, Ms. Leake, Ms. Dusek, and Ms. Juhor — 
is it Juhor? 

Ms. Juhor. Yes, Juhor. 

Mr. Ramstad. Juhor. I didn’t know if the J was silent or not. 

Well, first of all, everyone in this room, every American, as we 
have said, has experienced trying times. And I cannot imagine — 
with the problems associated with the war, I cannot imagine those 
trying times being so exacerbated by losing your job on top of ev- 
erything else that is happening right now in the world and in this 
country. And I would like to ask you, as I said, a more narrowly 
focused question. Because certainly all of us and everyone in this 
room commiserates with you and the 195,000 other Americans who 
have lost their job in the last month. What form of relief — and 
again, I direct the question to the three ladies who have lost their 
jobs. What form of relief from the Federal Government would be 
most helpful to you or your family? Would it be for us to extend 
unemployment benefits, to extend health care benefits, tax relief, 
or something else? If you could just prioritize what form of relief 
from the Federal Government you see as being most helpful to you 
and your family. 

Ms. Juhor. I am a newcomer. I do not know what is. 

Mr. Ramstad. OK. Ms. Dusek? 
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Ms. Dusek. I think I know what the question is. Actually, I think 
what I heard from a lot of people that I have spoken with is that, 
for example, the airline industry is a pretty specific industry, and 
people who lost their jobs in the airline industry do not really have 
another company to turn to. In the work that I do, I can certainly 
do that. I can go to another technology department and probably 
do the same kind of work I have done. But for a lot of the airline 
employees, retraining is going to be critical. 

But I have heard from many of them that you can give me money 
for retraining, but my first important job is to support my family. 
I cannot go back to school if I cannot support my family. And al- 
though the education expenses will be paid for, I still have to put 
food on the table and take care of those things. That is a really 
critical issue. 

The other thing that I think people are concerned about is, al- 
though we have access to COBRA, COBRA is very expensive. I 
have been there, I know. It is a very expensive way to get your 
health insurance, and so people are very concerned about those two 
things for sure. 

Mr. Ramstad. Thank you. 

And, Ms. Leake? 

Ms. Leake. Well, for myself, I agree with what Cheryl said in re- 
gards to the COBRA issues, things like that. For myself, I would 
like to say that we need the funding to be designated specifically 
for the employment of the airlines’ employees, so that we can get 
back to our jobs, because we are the people that sell and reserve 
travel plans for people. We were the first contact that they were 
receiving in regards to flying. And convincing them that now is the 
safest time to fly. Things are just cooking out there in order to 
make things more safe. So for myself, I would like that funding for 
the people who are laid off or terminated, like myself, to be able 
to get back to work. 

Senator Wellstone. If you want to applaud, you can. [Ap- 
plause.] 

Ms. Leake. What did I say? 

Mr. Ramstad. Finally, I would like to ask the two business peo- 
ple here the same question. What form of relief, either on the eco- 
nomic or the small business assistance side, or the tax side, would 
you prioritize as the most important thing the Federal Government 
could do right now? 

Mr. Logan. I would say, like, lowered interest rates on loans, or 
some type of Government loan relief would really help my situa- 
tion. 

Senator Wellstone. Can you hear in the back? You can. OK. 

Mr. Ramstad. Thank you for that response. 

Mr. Logan. Did you want me to repeat myself? I would say lower 
interest rates on loans, like business loans, small business loans or 
something. 

Mr. Ramstad. Finally, same question of Ms. Doering, please. 

Ms. Doering. I would just like to echo what George said about 
the small business loans. I think that is something that is going 
to be critical for our growth over the course of the next year here 
in order for us to grow, and there is uncertainty about what our 
access to capital will be, and so some assistance that way. And I 
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know there is some proposal toward leisure tax credits out there 
that I have heard about, and that is another thing that may sup- 
port the industry. 

Mr. Ramstad. Thank you again to all of the witnesses. 

That is all I have, Mr. Chairman. 

Senator Wellstone. We are going to hand this over to Congress- 
man Oherstar, and then our next panel. Just very quickly, I too 
want to thank the panelists. I want to thank each of you, and I 
want to mention just — I can do this, I think, in 2 minutes or less. 
When we were talking about the importance of the airline employ- 
ees also getting the benefits, I want to point out that when Com- 
missioner Yanisch was in DC doing such a superb job, she was 
joined by Berilyn Corcoran. Believe me, I want you people to know 
that she did one heck of a job of speaking up for Northwest employ- 
ees. [Applause.] 

And I also, just by way of very quick introduction, because I just 
always do it, and it has been a long time we have working to- 
gether. I want to mention that Sheila — my wife Sheila is here, as 
well. It does seem to me, and I won’t even ask — I just want to get 
this for the record. I won’t ask you all to speak on it now, but when 
Mr. Logan was speaking, it was interesting to me that the contract 
was canceled, not postponed. I would like to talk to you more about 
that. That is an important distinction. 

And then, Kelly, one of the things that you were saying, as I un- 
derstood it, is that you are still functioning at 100 percent of cost 
and 50 percent of revenue, and so you are doing a yeoman job, but 
there is a question of how long you can continue to function that 
way. I could go on and on. 

Obviously, we have got to extend the unemployment benefits and 
reform UI to make sure it works for people out of work. Obviously, 
COBRA came up. If there is one thing that we all hear from every- 
body, it is, please. Senators and Congressmen, Democrats and Re- 
publicans, the most terrifying thing next to losing your job is not 
having health care coverage. We are going to need the help to af- 
ford COBRA, we are going to need the help to afford health care 
coverage for our families. 

That looms as a huge challenge before us. We have got to meet 
that, and I know all of our legislators would agree, as well. And 
I could go on to a lot of other things from workforce development 
funding for dislocated workers, you name it. I just want to, though, 
mention on the small business piece, it has come up twice, I think 
above and beyond rebuilding our economy and having the de- 
mand — as I mentioned earlier, Ed Daum is here somewhere, and 
he is an incredible director. Between the 7A and 504 programs, the 
SBA has leveraged about a billion and a half dollars in our State 
in the last 6 years or so, and I think, Ed, the Disaster Loan Pro- 
gram. Let me introduce Ed Daum. [Applause.] He is the best direc- 
tor in the country for the Disaster Loan Program. It doesn’t need 
to be based on geography. I think we can help out in terms of Dis- 
aster Loan. I think we can get rid of fees on the 7A. I think there 
are ways to get more access to capital to small businesses, and 
more access to loan money just to keep you going, as well. And I 
think the small business — I have got to repeat it again. The small 
business sector is critical to our State. We cannot lose sight of it. 
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Congressman Oberstar — and one thing about this man over here. 
He is the dean of our delegation. He also probably speaks with as 
much authority as any single person in the United States House 
of Representatives and the Senate when it comes to airline safety. 
We are very proud that he is our Congressman for the 8th Congres- 
sional District of the State of Minnesota. Congressman Jim Ober- 
star. [Applause.] 

Mr. Oberstar. Thank you very much, Senator. I appreciate your 
good words, and especially appreciate the hearing that you have 
called, and your deep sense of concern for our fellow citizens. I ex- 
press also a great appreciation to our colleague, and my House col- 
league, Jim Ramstad, who serves on the very important House 
Ways and Means Committee, and who has already demonstrated 
his genuine concern and support not only by being here, but by 
comments he made at the news conference we had earlier. 

I am afraid, unfortunately, the bad news is only beginning. The 
ripple effect of the terrorist attack throughout our economy is 
reaching into sectors people never really fully appreciated before. 
Aviation is a 10 percent segment of our $10 trillion national econ- 
omy. There are 1.2 million airline workers, or were on September 
11. There are another 4 to 6 million people employed at the air- 
ports served by the U.S. airlines, the 530 commercial airports in 
the United States. They have experienced severe economic distress, 
layoffs, but cutbacks in sectors that we hadn’t anticipated. The 
Metropolitan Airport Commission is a good example of it: $400 mil- 
lion in construction work of improvements at the Metropolitan Air- 
port Commission have been put on indefinite deferment. That 
means future jobs, future contracts for George Logan and others, 
are on the shelf, because they cannot look far enough into the fu- 
ture to see when and to what extent air travel will resume at the 
level that it enjoyed prior to September 11. Loss of that income and 
of that future growth potential hits in another way. Those are the 
good jobs. Those are the good-paying jobs: the construction workers, 
the electrical workers, cement finishers, the heavy equipment oper- 
ators, to buy the homes, the cars, the household appliances, and 
keep our economy going. Those are not going to be fed into our 
economy, and as these projects are cut back, not just Minnesota, 
but elsewhere across the country, billions of dollars of investment 
will be pulled back, and that puts greater pressure on the commit- 
ment of the President and the Congress to address the needs of the 
people. 

The President has submitted a proposal for temporary extension 
of 13 weeks’ unemployment compensation, $3 billion in emergency 

? rants for training and to pay 75 percent of health care premiums, 
11 billion to States for low-income workers displaced from their 
jobs to help them receive health insurance, but additional funding 
for job training and placement. But we have to go beyond. We have 
to create the jobs. 

This coming week, my colleagues and I on the House Transpor- 
tation and Infrastructure Committee are going to be announcing 
comprehensive investment in infrastructure security for transpor- 
tation — aviation, but also for rail, ports, inland waterways, high- 
ways, bridges, tunnels, all of which have security needs that have 
to be addressed. 
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In the immediate aftermath of the September 11th strike, the air 
strikes, and in the midst of the airline financial rescue legislation. 
Northwest Airlines took the initiative to urge the association for 
airlines, the Air Transport Association, to weigh in with the Con- 
gress on behalf of a package of legislation to help furlough airline 
employees. The Board of Directors of Northwest Airlines unani- 
mously passed a resolution at our meeting this morning, September 
27th, in endorsing and supporting such legislation. As a result, the 
Air Transport Association has weighed in on support of the pack- 
age that the administration has announced. 

But I would urge all airlines to go further. Northwest has an- 
nounced it will extend health insurance to its workers, and other 
benefits through the end of this year. Delta Airlines has made simi- 
lar announcements. I would urge the airlines not to contract out 
work that is being done in-house. And in exchange for the invest- 
ment that we made and the financial health of the airlines to get 
them back on their feet, $5 billion in grants, $10 billion in guaran- 
teed loans, that they should also make the highest priority to do 
all work in-house. Not contracting it out, not contracting it out 
overseas, either. [Applause.] And I look forward to their coopera- 
tion. 

Senator Wellstone. We are joined by Congresswoman Betty 
McCollum. [Applause.] 

Ms. McCollum. Thank you. Senator Wellstone. This is impor- 
tant that we all get together and speak as a community and family 
and State and that we hear from you. I apologize for not being able 
to be here for all of the first panel and having to leave shortly 
today, but I am out in the schools talking to school children and 
telling them that it is good to fly. And hopefully, that word gets 
back to their parents, and we can start bringing our economy to- 
gether. 

I worked in the retail sector. Boy, do I know about volatility. It 
is very scary for those of you who are out there when you hear 
what is going on. I have worked through several mini-recessions 
where my paycheck in commission sales was dependent upon con- 
sumer confidence. So you can count on me to do whatever I can, 
including spending money, to restore consumer confidence. 

We have a strong country. We have plans put in place that we 
are working on, both in the House and Senate. Bipartisan. There 
will be some discussion, some different viewpoints, and some dif- 
ferent tactics, but we need to hear from you for what you need to 
do. 

When I leave here shortly, I am going out to some college cam- 
puses. Our college students are very concerned about the economy, 
having a job when they graduate, what is going on with their 
loans. Their parents are very concerned about the economy and 
being able to help with that. So I will continue meeting with small 
businesses, as I have. I am meeting with St. Paul companies talk- 
ing about insurance later on. But we are all kind of dividing up the 
tasks around here, so everyone is heard from. 

Thank you all very much for coming. And I notice a good friend 
of ours, Paul, in the back, Jerry Malpinski, and there is a person 
in the back with another hat on, I cannot tell if it is Legion or VFW 
here today. Our thoughts and prayers are with all of you for what 
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you have done in our country, and I know you will be there to sup- 
port our servicemen and women in the future. 

Thank you. [Applause.] 

Senator Wellstone. Keep that applause for the veterans. Thank 
you so much to the veterans. [Applause.] 

I would like to thank the panelists and hand this over to Con- 
gressman Ramstad, who will be introducing our next panel. Thank 
you so much for being here. [Applause.] 

Mr. Oberstar. Mr. Chairman, while the next panel is taking its 
place, may I just add one footnote that Northwest Airlines has al- 
ready taken the initiative in modifying flight deck doors. It was the 
first airline in the United States to do so, and that modification 
was done at the Duluth maintenance base of Northwest Airlines, 
and we hope that the whole modification — the full replacement of 
all doors will also be done in Minnesota by Northwest Airlines. 

Mr. Ramstad. If we could have your attention again, please. Be- 
fore I introduce this distinguished second panel, I would like to in- 
troduce a good friend; Hennepin County Commissioner Peter 
McLaughlin is here. Peter, thank you for being here. [Applause.] 

I also do not think it is possible to overemphasize the importance 
of working in a bipartisan way, and again, I want to thank Paul 
Wellstone for not only convening this hearing and inviting all of 
you to be here today, but for reaching out to those of us on the 
other side of the aisle. Because as far as I am concerned there are 
no Republicans, there are no Democrats at this time when we are 
dealing with national security and economic security issues. We are 
all Americans. In this room, we are all Minnesotans and all Ameri- 
cans, and I do not see political labels. [Applause.] 

In fact, I am very pleased that Speaker Denny Hastert and 
Democratic Leader Dick Gephart are meeting in New York with 
labor leaders and corporate executives. As we meet here today, 
they are holding a similar meeting. And I also want to say that, 
just as the President and the Congress are focused on national se- 
curity, we must also work very diligently on economic security, be- 
cause I think it is obvious to all that our economy needs a stimu- 
lus, and our laid-off workers need assistance. 

I am pleased that we worked in a bipartisan way in Congress to 
pass an airline stabilization and an emergency supplemental pack- 
age to help New York City recover from the worst attack on United 
States in our history. Now we must pass an economic stimulus 
plan that puts people back to work and provides critical aid to laid- 
off workers, as well as tax relief. 

Also, when we go back, we will be working on an anti-terrorism 
package and an airline security package, as Jim Oberstar men- 
tioned. Here in Minnesota, believe me, we know all too well that 
Northwest Airlines was forced to eliminate 20 percent of its work- 
force, or 4,500 jobs. And Northwest Airlines happens to be the larg- 
est single employer of residents in the 3rd Congressional District, 
which I am privileged to represent. So these numbers, laying off 
4,500 workers, 20 percent of the workforce, even those dramatic 
numbers do not tell the story as far as the layoffs and economic 
hardships that are placed on businesses that rely on the airlines, 
such as the hospitality industry, the travel agents across our State 
and country, food services, janitorial services, taxi services. So that 
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is why I strongly supported the airline stabilization package, and 
I am also a sponsor of Hart-Hastings, the Hart-Hastings bill, which 
will provide extended assistance to workers who were laid of dur- 
ing the terrorist attacks and the subsequent stoppage of airline 
travel. And I am glad to also report that our Speaker of the House, 
Denny Hastert, is also supportive of including such relief for laid- 
off workers. 

Without further ado, let me introduce the first member of our 
second panel, Jaye Rykunyk — I hope I am pronouncing that right, 
Jaye — the principal officer of the Hotel Employees and Restaurant 
Employees Local Union 17. And Jane is also vice president of the 
international union. She represents 5,000 workers in the hospi- 
tality and food service industries in the Twin Cities area, and Jane 
will tell us about the members of the hospitality industry who have 
been significantly impacted as a result of the slowdown in these in- 
dustries. Jaye? 

STATEMENTS OF JAYE RYKUNYK, HOTEL EMPLOYEES AND 
RESTAURANT EMPLOYEES LOCAL UNION NO. 17; DAVID 
OLSON, PRESIDENT, MINNESOTA CHAMBER OF COMMERCE; 
RAY WALDRON, PRESIDENT, MINNESOTA AFL-CIO; BRAD AN- 
DERSON, VICE CHAIRMAN, PRESIDENT AND CHIEF OPERAT- 
ING OFFICER OF BEST BUY CO.; AND MARILYN CARLSON 
NELSON, CHAIR AND CHIEF EXECUTIVE OFFICER OF CARL- 
SON COMPANIES, INC., MINNETONKA, MN 

Ms. Rykunyk. Mr. Chairman, and members of the committee, 
thank you for inviting me to testify and to address you today. My 
international union represents 300,000 workers in United States, 
Canada, Guam, Saipan, and the Virgin Islands. We cook the food, 
serve the drinks, make the beds, we sell the beer and popcorn at 
the ball games, we make 95 percent of every meal served on every 
airline flight originating in the United States and Canada. The 
300,000 members that we represented were prior to the 11th of 
September. Our best estimate is that more than one-third of our 
workforce has been laid off since then. 

The hospitality and food service industries are made up in large 
part of workers who are minorities, women, and immigrants. We 
have served as the gateway to the American workforce, and indeed 
to the American dream, with more immigrants than any other in- 
dustry in the history of our Nation. Our workforce is the training 
ground for more welfare-to-work employees than any other indus- 
try. In our union, we have accepted the challenge of uplifting the 
standard of our industry so we too may earn a liveable wage, have 
medical coverage, own our own homes, send our children to college, 
and look forward to a pension which will allow us to enjoy our re- 
tirement. 

As our society has changed from a manufacturing economy to a 
service-based economy, the hospitality and tourism business has 
been one of the fastest-growing segments of that new economy. 
More jobs have been created in the hospitality industry than any 
other single industry in our country in the last 10 years. Large 
public investment has been made in the building of hotels and con- 
vention centers. It has been done through TIF, through low-interest 
loans, and direct subsidy by brown field clean-up and other mecha- 
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nisms. Taxes on hotel rooms, food and beverage sales, sports tick- 
ets and parking surcharges have become a mainstay of the budget 
of the majority of all cities who seek to attract visitors. Beyond 
these direct tax revenues, there are revenues collected by local and 
State governments for licensing, taxi cab fares, etc. The list is long 
and diverse. 

When a pebble falls in the pond, the hospitality industry is al- 
ways in the first ripple. The attack of September 11th was not a 
pebble, it was a boulder, and the effect on our industry was not a 
ripple, it was a tidal wave. I have distributed to you an article from 
the New York Times. If a picture is a thousand words — and I have 
some extra copies of this available — then these pictures should let 
you clearly understand the devastation in the hospitality industry. 

The immediate impact here locally has involved the layoff of 
thousands of hospitality workers in our metropolitan area. Our 
union represents 1,100 workers at the Minneapolis and St. Paul 
Airport. The majority of those workers were sent home imme- 
diately following the attack. At the SkyChef facility where the air- 
line meals are made, the majority of the workforce is made up of 
immigrant workers, one of whom testified before you today. Most 
of these workers are paid below $12 per hour, and most of them 
not only support their families, but they have an obligation to send 
money home to support their families overseas. HMS Host provides 
food and beverage and retail services inside the airport. Sales were 
down more than 50 percent in the first weeks and now have been 
slowly rebounding. We have permanently lost 130 jobs at SkyChef 
At HMS Host, we have lost 150 jobs. We believe that those losses 
are permanent. 

October is the catch-up month in our industry to recover from a 
slow summer. We generally expect to have close to full occupancy 
in our hotels in the Twin Cities. This occupancy has fallen to below 
50 percent by the most current forecast. The Radisson Plaza Hotel 
has closed its white-tablecloth restaurant, as has the Minneapolis 
Hilton. These two restaurant closings alone will throw more than 
50 workers out of their jobs. 

Prior to September 11th, the workers in these restaurants would 
not have given a second thought to reemployment. Now there is lit- 
erally nowhere for them to go. High-end dining has been adversely 
effected throughout the city, as well as throughout the Nation. The 
prospect of securing a job that provides benefits is nonexistent to 
workers who were at the high end of the income scale in our indus- 
try. There are simply no jobs for them to have, and these are the 
most highly skilled workers in the industry. A quick review of the 
want ads in the Sunday paper confirms the dire statistic. The jobs 
are simply gone. 

By far, the large majority of the hospitality industry workers 
hold down two jobs to make ends meet. Even working more than 
60 hours per week, they are barely able to make enough to cover 
their basic necessities. The main meal for most hotel and res- 
taurant workers is the one that is provided by no charge to them 
by their employer as a benefit of working in that facility. In an 
area with one of the highest and most expensive and tightest hous- 
ing markets in the country, many of our members are already mak- 
ing plans to move in with relatives, because they know they will 
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be unable to pay their rent or to make their mortgage payment. If 
you rent, then you look for a room with a family member. If you 
have a mortgage, then you ask your family to come in and live with 
you. As much as we would like not to believe these grim statistics, 
it is not uncommon now for many of our members to already live 
two or three families in a two-bedroom apartment. We have a num- 
ber of members who were full time who live in homeless shelters 
or in their automobiles. 

The most vital pieces of information that we put in our union 
newspaper following the attack was about programs for heat share, 
food share and emergency assistance. Our industry is in free fall, 
and our members, who are among the poorest workers in Min- 
nesota, are without a parachute. The reality of living on unemploy- 
ment for our members is a reality of not enough to eat and no place 
to call home. 

The waiting week for unemployment benefits represents 2 weeks 
without enough money to buy groceries. It represents standing in 
line at food banks or going through garbage cans behind grocery 
stores and restaurants for what the wealthy can afford to throw 
away. 

While there are numerous mechanisms by which workers can be 
helped, I cannot stress to you enough the need for continuation of 
medical benefits for laid-off workers. Given the extremely low wage 
of many sectors of our industry, the large numbers of workers who 
would be eligible for public assistance for medical benefits, the loss 
of health insurance will be devastating not only to them but it will 
be devastating to the public health care system as well. Our public 
health care system is simply not equipped to handle the large num- 
ber of workers and their children who will suddenly become eligible 
if immediate action is not taken to guarantee their benefits 
through COBRA supplements. 

I brought a number of the members of my union with me who 
are laid off from their jobs, and I would like to introduce them to 
you. If I could have them stand up, please. [Applause.] 

These workers represent the very best of our country. They are 
workers who have, many of them, immigrated here who have been 
willing to fill so many of our jobs which help make our cities and 
our country and our economy strong. They have worked long hours, 
and they have been willing to serve the public for very low wages. 
They cannot be overlooked in the discussion about how the recov- 
ery from this tragedy will help them. If you do not speak up for 
them, then no one else will. [Applause.] 

[The prepared statement of Ms. Rykunyk may be found in addi- 
tional material.] 

Mr. Ramstad. I want to thank you, Jaye, for your very compel- 
ling testimony. And all of you members from Local 17, thank you 
for being here today and giving us your input, as well. 

The next witness is a long time friend, David Olson, who is presi- 
dent of the Minnesota Chamber of Commerce. He represents more 
than 3,200 Minnesota employers of all types and sizes. The Cham- 
ber is the voice for those members and their employees on State 
public policy, as well as regulatory issues. As president, David 
Olson also serves as co-chair of the Workers’ Compensation Advi- 
sory Council, and vice chair of the Minnesota Chamber of Com- 
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merce executives. David is also on the National Board of the Amer- 
ican Chamber of Commerce. 

Mr. Olson. Thank you, Congressman Ramstad, and thank you 
members of the committee. I appreciate your invitation to be here 
today, and I hope my comments will help you in developing some 
solution to the issues that Minnesota employers and their employ- 
ees are facing. Solutions, in fact, focus on tax cuts and regulatory 
expense reductions in an effort to rebuild consumer confidence. 

When I received this invitation to participate in this hearing, we 
asked our members to provide input for my testimony. I have about 
500 or almost 600 surveys that were received back within 24 hours, 
which is little unusual for us. We asked them basically three ques- 
tions. First is related to workforce. Specifically we asked them how 
their workforce numbers have or will change over the next few 
months based on the events of September 11: 11 percent of the re- 
spondents think their workforce will grow; 36 percent think their 
workforce will shrink, and 53 percent believe their workforce num- 
bers will remain the same. Actually, better news than we expected. 

Many manufacturing firms, unfortunately, were having a bad 
year before September 11th, so they had already trimmed their 
workforce. They are now hoping to hold their own. Other firms 
hope to reduce their workforce through attrition and retirements as 
opposed to layoffs, but some companies will not have that option. 

The second question focused on their company’s profitability in 
the year ahead: 19 percent of respondents foresee higher profits; 21 
percent are expecting about the same; and, unfortunately, 60 per- 
cent are projecting lower profits. That is a huge number, especially 
when you consider, again, that many manufacturing companies 
had already had one tough year and are not seeing any improve- 
ment. A manufacturer reported that raw material costs were up, as 
well as labor and energy costs, yet their customers are not willing 
to pay more, putting even greater pressure on already thin profit 
margins. Yet another manufacturing company said they were just 
starting to see an uptick in August, and the events of September 
11th eliminated the momentum toward an improved outlook. 

Retailers are reporting slow or no sales of high-ticket items, but 
discount retailers believe they will hold their own. 

Finally, we asked our members how they were responding to the 
economy and what actions they are taking to survive. Across the 
board, companies are cutting expenses. Some of the cuts include 
personnel, layoffs when necessary, and cutting hours of remaining 
personnel; going without raises and bonuses; delaying capital ex- 
penditures; cutting overhead, including travel; and asking employ- 
ees to consider lower-cost health care options, and pay more of 
their monthly premiums. 

A number of companies expressed frustration about costs they 
feel they cannot control, including energy, transportation, particu- 
larly rail for manufacturers, and insurance costs, namely, health 
care insurance. According to one business owner, “We are being 
forced to look at dropping our coverage or just go to major medical 
only. We would allow employees to upgrade family coverage at 
their cost, but the cost is so high that I am sure that many cannot 
afford it.” 
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While the overall outlook of business people is one of uncertainty 
and lower profits, some companies do have positive outlook for the 
year ahead. In addition, firms are doing whatever possible to boost 
their sales and marketing efforts. In typical Midwestern fashion, 
many companies are stating they are working harder, smarter, 
longer, and leaner. Our members make it clear that Minnesota 
businesses do not need further burdens and costs from any source 
and, for your purposes, their prospects and those of their workers 
would greatly improve if Government would continue to do its part 
to reduce both tax and regulatory expenses. 

Thank you. [Applause.] 

[The prepared statement of Mr. Olson may be found in additional 
material.] 

Mr. Ramstad. Thank you, David, for that excellent testimony. 

The next witness is also a friend, Ray Waldron. Ray Waldron is 
president of Minnesota AFL-CIO. In that capacity, he represents 
thousands of Minnesota workers. Ray will address the impact of 
the economic slowdown on workers in the airline, hotel, restaurant, 
and janitorial services industries. 

Ray, welcome. 

Mr. Waldron. Thank you and Chairman Wellstone and commit- 
tee members. I thank you for the opportunity to speak on this issue 
this morning. You have my written testimony, and I would like to 
take some time to update that testimony that we provided for you 
earlier. 

As you know, the impact of September 11th is changing faster 
than we keep track of. But there is only one constant to that, and 
that is, people are hurting, both emotionally and economically, 
from the results of these attacks. 

Here in Minnesota, a lot of working people and family are hurt- 
ing, and they are looking to you for help and relief. Congress re- 
sponded well, very well, in fact, when the airlines corporations 
called for help. And we supported that. Working families now are 
calling for help, and we are here to ask for you to respond to them. 

How many working families are we talking about? As we know 
now — and I am sure these numbers are changing. Congressman 
Oberstar spoke very well when he said we believe that this may 
be only the tip of a problem. 

For Northwest Airlines, over 4,500 employees are being laid off 
alone, 400 airline employees at Mesaba Airlines just alone in Min- 
nesota are being laid off. More than 20 percent of the workforce at 
our airport — that is, retail sales, parking attendants, restaurant 
employees and taxi cab drivers and cleaners who work in the sev- 
enth busiest airport in the United States — are being laid off. This 
does not include the construction workers. Our figures, last week 
we were told $291 million in deferred construction will take place. 
We heard this morning from Congressman Oberstar that now over 
$400 million in deferred construction for the year of 2002 alone will 
be deferred. These numbers add up pretty quickly, and it is a lot 
of hurt for a lot of families. 

So we are appealing to you and asking you to extend the unem- 
ployment benefits for workers, to extend health care coverage for 
workers. We need the Government to insist that employers abide 
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by their collective bargaining agreements and contracts. [Ap- 
plause.] 

We need, when the economy rebounds and returns, provisions for 
hiring back these employees. We need job training allowances, and 
we know that the corporations have received public assistance, and 
we have supported that, but we also support the same accountabil- 
ity for businesses that these employees are required to have. 

Finally, I would like to thank you again for holding this — [Ap- 
plause] — hearing here, and I would like to particularly acknowl- 
edge the students, the high school students that are here, and in 
particular South High of Minneapolis, the school that I graduated 
from earlier on. [Applause.] 

[The prepared statement of Mr. Waldron may be found in addi- 
tional material.] 

Mr. Ramstad. Thank you, Ray, for your compelling testimony 
and your wonderful example of the greatness of South High. The 
other two schools here today are also very great, I know, in the 3rd 
District, both Burnsville and Bloomington Jefferson. We are glad 
the students are here. 

The next witness is president and chief operating officer of Best 
Buy Company, Best Buy, Incorporated, which is the Nation’s larg- 
est volume specialty retailer of consumer electronics, personal com- 
puters, entertainment software and appliances. The company. Best 
Buy, Incorporated, is headquartered in Eden Prairie, I am happy 
to say, in the heart of the 3rd District. Best Buy currently operates 
retail stores in 41 of the 50 States and is on track to have more 
than 550 stores nationwide by 2004. 

Brad Anderson will address consumer confidence, as well as how 
Best Buy is preparing to deal with the economic impact following 
the September 11th attacks. Brad has been with Best Buy since 
1973 and has been president since 1991. It is a pleasure to wel- 
come Brad Anderson. 

Mr. Anderson. Thank you. We were very, very honored to be in- 
vited here. When the terrorist attacks of September 11th occurred, 
our first and immediate concern was for the safety of our employ- 
ees. Sam Goody, which is part of the Musicland chain, which is 
part of Best Buy, had a store in the World Trade Center, and 
thankfully, the employees of that store were able to get out safely. 
We also had 300 employees in the air at the time of the attack, and 
all of those people were also safe. 

But the tragedy has been personally visited to us because we 
have a lot of stores in the New York metropolitan area, and there 
are many employees of those stores who lost family members or 
friends, so it has been a very kind of personal tragedy that a num- 
ber of people in Best Buy have felt very directly. 

From the company’s — just to give you a brief backdrop in terms 
of Best Buy, we are the fifth largest company in Minnesota, with 
sales this year of $19 billion-plus. We also have 7,500 employees 
in the State of Minnesota. So, in addition to our headquarters, this 
is also our largest employee base. And the company has been going 
through a very rapid growth period over the course of the last sev- 
eral years. One of the things that I think is sort of an example of 
what happened here in terms of the travel industry is that imme- 
diately upon the attack, we basically removed the requirement for 
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travel for our employees for the 2 weeks immediately after. And so 
in a little small way, that is part of, I think, the dominoes that are 
falling here in terms of revenue for the whole travel industry. We 
have tried to move that back to a normal — we have moved that 
back to a normal stage, and this past weekend had a large conven- 
tion for hundreds of our employees from around the country in 
Florida, and so we are trying to get back on to a normal basis. 

In terms of our overall plans for the company, we are adding 45 
new stores in the quarter that we are in, and we are continuing 
with that expansion plan, and we happen to be in an industry 
which has great good fortune of having a lot of — part of that 
growth is based on the amount of innovation that exists in the 
business. Lots of new kinds of product categories are continuing to 
come out in terms of digital products, etc, that have been growing 
very rapidly, while we have seen some offsets in terms of the slow- 
down of the computer business. 

Just to give you a picture in terms of what we see going forward, 
the company announced this past week the opening of a new dis- 
tribution center which we are building in the New York area. We 
are also going to open 60 to 65 new Best Buy stores next year, 
which was the initial plan, plus another 75 or more Musicland 
stores. So our intent is to try to keep as robust an expansion plan 
as we had before, and to try to keep the kind of energy and growth 
that the company had before the attacks of September 11th 

Thank you. [Applause.] 

[The prepared statement of Mr. Anderson may be found in addi- 
tional material.] 

Mr. Ramstad. Thank you very much. Brad. 

The final witness on this distinguished panel is Marilyn Carlson 
Nelson. Marilyn is chair and chief executive officer of Carlson Com- 
panies, Incorporated. Carlson Companies, as I think most Minneso- 
tans know, is one of the world’s largest global travel and hospi- 
tality companies, headquartered in Minnetonka. Carlson Compa- 
nies touches every facet of the travel, lodging, and dining indus- 
tries. Carlson Companies and their franchisees employ over 9,000 
people in our State, 124,000 people throughout the United States, 
and 192,000 employees worldwide. 

Marilyn will address the recent loss of revenue in business as a 
direct result of the tragic terrorist attacks of September 11th, as 
well as the need for a short-term stimulus package to keep people 
employed and help dislocated workers. 

Thank you very much, Marilyn, for being here today. 

Ms. Carlson Nelson. Thank you. Good morning, Mr. Chairman, 
and members of the Minnesota delegation and fellow Minnesotans. 
As was mentioned, I am Marilyn Carlson Nelson, chief executive 
officer of Carlson Companies. We do indeed employ nearly 10,000 
people in Minnesota, 125,000 people throughout the United States, 
and over 190,000 people worldwide, forming one of the world’s larg- 
est travel and hospitality companies. We embrace just about every 
aspect of travel, lodging, and dining industries, with the exception 
of air transportation and ground transportation services. As such, 
we are very proud that our businesses also fuel so many related 
businesses and help to provide jobs outside of those that we create. 
We are very proud that we are located right here in Minnetonka, 
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MN, and I think many of you know how seriously we take our cor- 
porate citizenship in this great State. 

We have always been especially proud of the fact that since our 
inception, we create jobs. Indeed, my father used to say that the 
greatest kind of philanthropy is the creation of jobs. You cannot 
imagine how we feel at this moment. Suddenly we realize as never 
before the inner dependence that we all feel — the inner dependence 
with our employees and their lives, with our franchisees and their 
employees, and with the employees and owners of businesses that 
are dependent on us. Together we all sink or swim. 

I think, Jaye, the tidal wave was a very interesting analogy. 
Right now, we, all of us together, are at a tremendous risk of 
drowning because of a result of what occurred on September 11th 
and the subsequent shutdown of air travel and resultant consumer 
inertia. Entire travel-based businesses are off 35 percent. The en- 
tire service industry has suffered similar, if not greater, declines. 
This industry is number one, two, or three largest employer in 28 
States across the Nation. Statewide, as you heard, there are 

170.000 jobs directly related to travel and tourism. In short, our 
travel-based economy is not unlike our agricultural economy here. 
It constitutes the lifeblood of our State. 

We are confident that this disastrous 35 percent fallout is not 
going to continue. But unless some immediate stimulus is taken, 
and immediate action, travel and tourism businesses are projecting 
to suffer a decline of 20 percent, and if we do not act quickly, they 
will downsize now to accommodate that decline. That would put 

34.000 Minnesotans and over 1.5 million Americans out of work. It 
would bankrupt up to half of 30,000 travel agencies, who, by the 
way, right now ticket 80 percent of the air travel. So that is the 
sales force. That could put 70,000 travel agents out of business, 
and, in fact, this has been estimated to potentially reduce the GDP 
by 3.6 percent. We have to all work together to avoid this. 

So what we and our franchisees and our employees are suggest- 
ing is a short-term stimulus package to keep people employed, to 
help the industries’ displaced workers and liquidity. I am going to 
take one second, because it is time for me to finish, but I do want 
to reference the stimulus, because it is the only discussion that 
hasn’t been held here today, so if I may have permission just for 
a moment. 

We are asking not for a bailout. It is not our company or Min- 
nesota’s style to ask for a bailout, but we are asking for a stimulus 
that will treat the problem, not just the symptoms. That will help 
us to anticipate a better time and to keep as many people employed 
as possible, to be a benefit to the consumers, to reduce costs for 
business, and enable travel agents, restaurants, hotels, resorts and 
all of the workers that we have referenced to survive. 

Fortunately, Senators Jon Kyi and Zell Miller and Representa- 
tives John Shadegg, Neil Abercrombie, and Heather Wilson have 
introduced bipartisan legislation which would include three impor- 
tant tax proposals that would provide travelers with incentive to 
travel and would help provide liquidity to this industry at this ab- 
solutely crucial time. We urge all of you to co-sponsor, to work with 
those bills, to work with your colleagues and have them included 
in the economic stimulus package being written in Washington. 
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This legislation is interesting. It is unprecedented, but it pro- 
vides a $500 tax credit to people who travel or book travel by the 
end of this year. Economists are debating tax reduction versus the 
stimulus of Government spending. We know that each has its ad- 
vantages, and each has its protractors, but this accomplishes both 
objectives. In this proposal, there is no relief unless there is the de- 
sired consumer spending. It works within the existing infrastruc- 
ture, so it doesn’t disrupt the generation of tax that we all heard 
is so important for the States across this country. It will release 
enormous market forces. If everyone in private industry knows that 
there is $500 for every adult, $1,000 a family that is going to be 
spent on travel, we will advertise a market like crazy. It will stim- 
ulate the economy, it will release those forces. It can be imme- 
diately effective, and it is so easily communicated. 

Without this kind of legislation, I am convinced that a deep re- 
cession is a certainty, and that the Government costs will increase 
as tax revenues at Federal, State, and local levels decline by far 
more than the long-term or near-term costs of this stimulus. 

Thank you for giving me the opportunity to discuss with you 
something that is so important to all of us. One of the things that 
Carlson has always done is to incentivize people. It began with a 
simple gold bond stamp, and it has created literally hundreds of 
thousands of jobs since. We believe that a stimulus to the con- 
sumer, consumer demand, consumer poll, in a very short, control- 
lable time frame, can actually turn the mentality of the consumer 
around, help us to have more optimism about next year and retain 
some of those jobs. 

At the same time, we couldn’t support more strongly the ex- 
tended COBRA and the unemployment benefits that are so critical 
to the people that inevitably have already had to be let go. 

Thank you so much. [Applause.] 

[The prepared statement of Ms. Carlson Nelson may be found in 
additional material.] 

Mr. Ramstad. Thank you, Marilyn, for that excellent testimony. 
I know in my lifetime there has not been a better corporate citizen 
than Carlson Companies, and we appreciate all you do for our com- 
munities and our State, as well. 

I am going to ask the first question, and Marilyn, you have al- 
ready answered this. As I think everyone knows, the President has 
called on Congress to pass a $75 billion stimulus package to get 
this economy going, grow the economy, and create jobs at this time. 
Because I am on the Ways and Means Committee and we have ju- 
risdiction, original jurisdiction, over tax legislation, I would like to 
ask each witness which one of the various tax proposals on the 
table would be your priority. Again, Marilyn, you have answered 
the question. Would it be to provide the most stimulus to the econ- 
omy and help create the most jobs? Would it be accelerated depre- 
ciation, would it be expensing, would it be capital gains reductions, 
payroll tax deduction, or something else? Why don’t we start with 
you — start at that end this time. Brad, do you want to go first? 

Mr. Anderson. No. 

Mr. Ramstad. OK. Jaye, are you ready? 

Ms. Rykunyk. No. 
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Mr. Ramstad. Which tax equation, which would provide the most 
help for the people you represent, Jaye? 

Ms. Rykunyk. I think that a tax deduction or a 100 percent re- 
duction for business travel is a stimulus for workers and for travel- 
ers in our industry. The largest amount of revenue spent in hotels 
is business travel. And when business travel was very soft prior to 
the 11th of September, and business travel has taken a very, very 
serious decline, and has been very, very damaging to the industry. 
Business supports our industry by travel during the week and also 
by high-end usage of hotels and convention facilities. 

Mr. Ramstad. David? 

Mr. Olson. Congressman Ramstad, whatever tax cut you pick — 
I am not going to pick one, but we would look for the broadest tax 
cut. I think you have to keep in mind that prior to September 11th, 
as I mentioned, the manufacturers were hurting, the small busi- 
nesses that support manufacturers were hurting, and so we would 
look to the broadest base tax cuts that would help all of these in- 
dustries. 

Mr. Ramstad. Ray? 

Mr. Waldron. Mr. Chairman, this is a — earlier it was told me 
to me, in a crisis. Congress works the best. And in a crisis, it ap- 
pears that the chamber on labor is working well on that. So I 
would support the efforts of a broad-base tax cut on that. 

Mr. Anderson. And I think — we do not have a formal plan as 
a company, but as an individual, I would also concur. 

Ms. Carlson Nelson. If I could just comment, please, do we 
have to choose? I know I heard — this is about choices. 

Mr. Ramstad. Well, let me just ask, Marilyn, in addition to the — 
and certainly we are not going to limit the tax relief side of the 
stimulus package to one revision or one element of tax relief, but 
in addition to what you mentioned — by the way, I am a co-sponsor 
of that important legislation. 

Ms. Carlson Nelson. Oh, I am thrilled. 

Mr. Ramstad. Which tax relief, one or several, would do the most 
to help your industry and your laid-off workers right now? 

Ms. Carlson Nelson. Well, I think it is really twofold, because 
in that package, there is both this sense of the corporate traveler — 
Jaye, I agree. We have to look for levers. How can we move the 
most people in the shortest amount of time? And getting corpora- 
tions to move their business travelers is a huge piece of getting the 
economy going again. At the same time, I think that the employees 
are also citizens, and to the extent that in combination with an in- 
dividualized tax credit would have all of us have the perception of 
moving again. And it has to do with freedom, it has to do with 
healing, as well as having to do with economics. So I think a broad- 
based package that said the Federal Government stepped in when 
necessary and did something that we never, ever contemplated, 
had to protect us all, stop business for some period of time, and 
now we just need to jump-start it, or prime the pump, however you 
want to describe it. 

Mr. Ramstad. Thank you, Marilyn, and thank you to all of the 
witnesses on this panel. 

Who has got the next question? I will yield back to our distin- 
guished chairman. 
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Senator Wellstone. Thanks, Jim. I wanted to — there are a cou- 
ple of things I need to do. First of all, I do not think — Mr. 
McLaughlin, who is here — Hennepin County Commissioner, we rec- 
ognize you. I want to thank — you did already? Oh, okay. 

Mr. Ramstad. He got a standing ovation. [Laughter.] 

Senator Wellstone. And, others, we introduced you earlier, but 
thank you for being here. One thing that I was going to say, Mr. 
Anderson, is that — and I shared this note with Congressman 
Ramstad, that we are certainly absolutely impressed with your 
business decisions and what you are trying to do for the country. 
In some ways, your testimony makes it kind of clear how fluid the 
economy is. And actually, — there are a number of people here that 
represent workforce development — I think it also shows the impor- 
tance of job training to enable people to move into those emerging 
sectors where there is going to be job creation. I think that has to 
be an important piece of what we do, and I may want to get your 
response. And then I guess I would ask — I am not going to ask all 
of you, but Marilyn, your testimony was very powerful. 

Maybe, David, I would ask you to speak briefly to your priority 
for the small business sector. I have tried to make sure that that 
is a key focus of our hearing today. And then Jaye and Ray, if you 
do not mind, would you be willing to lay out, based upon what you 
are hearing from so many of the workers, employees and panelists, 
the priority in terms of things that need to be done. That is, here 
are the two or three top priorities, ASAP. If we could go that direc- 
tion. And, Marilyn, any way you want to chime in, go ahead. 

Let’s start with Mr. Anderson. 

Mr. Anderson. The first comment is that I agree thoroughly that 
since we are creating thousands of new jobs every year, and we 
probably have this kind of skill set that was talked about here, we 
will need a balance of the kind of skills that are also used in the 
travel industry, etc, for our organizations to grow. But I think that 
one of the things we appreciate in terms of what you are doing 
from a short-term basis is that a likely displacement in our own 
travel that existed, hopefully on a very temporary basis. In some 
of those places, we hope to see that part of the economy recover, 
because we certainly use travel — I spend most of my time travel- 
ing, and we certainly need the direct communication that we get 
by moving from place to place. So we would hope to create as many 
jobs as we possibly can, but we would also look for recovery in this 
portion of the business. 

Ms. Carlson Nelson. I know that many of you think of us as 
a large corporation, and we are. But what we forget sometimes is 
that because we started on some borrowed money and were entre- 
preneurs at heart, we have a huge franchise network. We own 
about half our restaurants, and the other half are owned by indi- 
viduals, and many cases family. We do not — we own a very small 
number of our country’s Embassy Suites hotels. They are owned by 
families. The travel agencies tend to be very small businesses, and 
in many cases, they only employ three or four people. There are 
30,000 of them, and about half of them are very close to going 
under. So, Paul, I could not sit here if I didn’t help to advocate. 
Senator Wellstone, some help for small business. And I understand 
that there is discussion of extending the definition of the disaster 
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loan in the Small Business Association to give some sort of very 
low-interest or no-interest loans to some of those small businesses 
for some short period of time. I think it is an extremely important 
piece of legislation, and Carlson also favors the concept of some 
kind of training incentive to retrain travel and hospitality workers. 
We think that that would be, again, very thoughtful and appre- 
ciated, and also have a lever in terms of both retraining them our- 
selves and helping to have others retrain them for other jobs that 
emerge in the economy. 

Mr. Ramstad. David? 

Mr. Olson. Senator, just two quick things. When we talk to 
small businesses, the number one issue they bring up is helping 
them reduce health care costs. So anything we could do on the 
health care front would be very important. And then overall, again, 
anything we can do to stimulate consumer confidence, we think 
that would help all different types and sizes in businesses. 

Mr. Waldron. Senator, that is a choice that a lot of families 
make between health care, which is unreachable in some cases to 
a lot of families in Minnesota. But I would have to say, in order 
to rank them, I would rank probably health care and then unem- 
ployment benefits very close to that, and then retraining, as in the 
Dislocated Worker Program. 

Ms. Rykunyk. Senator Wellstone, I would agree that I think that 
subsidizing COBRA payments for either unemployed or under- 
employed workers is a key piece. I think elimination of the waiting 
week for unemployment benefits, and I also think giving some con- 
sideration to looking at unemployment benefits, which are sort of 
a pass-through, using the Swedish model, so that employers can 
keep workers on the jobs, and allow a higher unemployment benefit 
if their wages are reduced below 50 percent, so that unemployed 
workers or underemployed workers are allowed to have a full sal- 
ary by increasing the amount of wages that they are allowed to 
make. That way, employers can have their workforce working on 
shorter hours, and people who are working on short hours then can 
have enough subsidy coming from their unemployment benefit to 
allow them to really maintain the lifestyle that they have. 

Senator Wellstone. Well, we are going to go to the final panel, 
and we are going to hear from two economists that the State of 
Minnesota has always relied on for their good judgment. I will tell 
you, along with the first panel, this was just powerful — Jim used 
the word “compelling” — testimony, not just for us, but for our State 
in terms of what you had to say, and we really thank each and 
every one of you for being here with us. Thank you so much. [Ap- 
plause.] 

Why don’t we have everybody stand up for just a quick break. 
[Pause.] 

OK. I am going to call everybody, if I could. I know some of the 
students — thank you for being here, you guys. And thank you so 
much. I am going to call the hearing back to order, if we could get 
everybody to sit down. OK. We are going to — if we could get 
everybody’s attention, we are going to bring the hearing back to 
order. For those of you who are in conversation, it is fine, but if 
could you move out into the hall, that would help, or just come 
back in and join us. 
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Let me just say to all that are here, and I know that we have 
many Minnesota journalists, as well. I would like to thank the jour- 
nalists for being here. 

This is the last panel, but this is one of our most important pan- 
els. So we want to be very serious in purpose as we listen to Tom 
Stinson, who is Minnesota’s State economist and a University of 
Minnesota professor. Associate Professor of the Department of Ap- 
plied Economics at the University of Minnesota, and he served as 
our State’s economist since 1987. Tom is widely regarded as an ex- 
pert on Minnesota’s economy, and he will address Minnesota’s eco- 
nomic status and outlook, as well as the need for additional stimuli 
to boost the economy. 

And Sung Won Sohn — who I will introduce now, but we will go 
to each one of you separately — is Wells Fargo Executive Vice Presi- 
dent and Chief Economist. Dr. Sohn is a prominent economist from 
Minnesota, and he will address the corporate earnings growth in 
the coming quarters, investment spending, productivity and pro- 
duction growth. He will also highlight prospects for consumer 
spending, unemployment, as well as Minnesota’s loosening labor 
market. Dr. Sohn will discuss the employment and consumer 
spending conditions he expects to see over the next 6 months, as 
well as the possibilities for recovery in the year 2002. 

And we start out with Dr. Stinson. Thank you so much for being 
here, Tom. 

STATEMENTS OF THOMAS F. STINSON, MINNESOTA’S STATE 

ECONOMIST, AND ASSOCIATE PROFESSOR, DEPARTMENT OF 

APPLIED ECONOMICS, UNIVERSITY OF MINNESOTA; AND 

SUNG WON SOHN, EXECUTIVE VICE PRESIDENT AND CHIEF 

ECONOMIST, WELLS FARGO CO., MINNEAPOLIS, MN 

Mr. Stinson. Mr. Chairman, members of the committee, thank 
you for allowing me this privilege to speak with you here today. My 
name is Tom Stinson, as the Senator said. I am a professor at the 
University of Minnesota and also the State economist. I want to 
make sure that you understand that my opinions today are those 
of an economist, and not the University of Minnesota or the Ven- 
tura administration. 

Economists face a problem when asked to submit remarks sev- 
eral days in advance. There is always the risk that intervening 
data releases will reshape their economic outlook. When that hap- 
pens, our previously prepared remarks do not fully reflect our cur- 
rent perceptions of the economy’s health. Friday’s payroll employ- 
ment numbers was such an event. U.S. jobs were shown to fall by 
199,000 during September, and that measured only the decline in 
jobs prior to the attack on the Trade Center. The U.S. economy is 
now clearly weakening, was weakening in early September, and it 
was not stabilizing as some had projected. Looking forward, com- 
pany announcements, some of which were reiterated for you today, 
make it likely that a further large decline in payroll employment 
can be expected in October. We may find that the U.S. has lost a 
total of more than a half a million in jobs on a seasonally adjusted 
basis in August, September, and October. 

This is a serious problem for an economy which needs to add an 
average of more than 125,000 jobs each month just to keep up with 
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normal labor force growth. Any remaining doubt about the likeli- 
hood of a recession is gone. Now the only question is how deep and 
how long. The employment report didn’t change my belief that the 
current recession is likely to extend beyond the first of the year, 
and that it could last a year or more, but it did strengthen my be- 
lief that substantial immediate fiscal stimulus is needed. Even 
though Minnesota’s unemployment rate was a full 1.3 percent 
below the U.S. average in August, signs of softening were also visi- 
ble in Minnesota prior to the attacks. 

In recent months, our unemployment rate has hovered around 
3.5 percent, but payroll employment has actually fallen about 9,000 
jobs since May on a seasonally adjusted basis in Minnesota. The 
State withholding tax collections are falling below forecast. In 
1998, Minnesota’s unemployment rate was 2.5 percent, the lowest 
in the Nation, and in recent years, we have added an average of 
10,000 jobs over the May-August period, and instead now we are 
declining. Since the start of the year, manufacturing employment 
in Minnesota has fallen by 12,000 jobs. That is a particularly dis- 
turbing statistic, since Minnesota has had the propensity to in- 
crease manufacturing employment counter to the national trends. 

The problems facing certain sectors of the Minnesota economy, 
particularly the airline, transportation, and the tourism and hospi- 
tality sectors, have received considerable visibility and were dem- 
onstrated graphically for you this morning. There is no doubt that 
firms in those sectors and employees in those firms face difficult 
times in the weeks ahead. But this State’s economic problems ex- 
tend well beyond those sectors, important as they are. Increasing 
airport security, relieving cash flow problems of the airline indus- 
try, and increasing air travel and tourism will not be enough by 
themselves to turn the U.S. economy or the Minnesota economy 
around. This economic slowdown was already being widely felt 
across Minnesota prior to September 11th. The post-September 
11th impacts will be even more widely spread. 

Two forecasting services have attempted to forecast the State’s 
economic impact of the terrorist attacks in recent weeks. One ex- 
pects Minnesota’s economy to be among the hardest hit, placing us 
in the bottom quartile of the States. The other ranks us just about 
average in growth after the shock, although they find that Min- 
nesota’s economy would be relatively less damaged by the reaction 
to September 11th than the U.S. average. It is really much too 
early to gauge the extent of the weakness brought on by September 
11th attack in Minnesota, but my own preliminary analysis leads 
me to believe that the State’s economy will perform at about the 
U.S. average over the next 12 to 18 months. Again, though, let me 
emphasize that this recession will be more severe in Minnesota 
than the last recession that we went through, and it is likely to be 
felt by all sectors of our economy. 

Now, people who have worked in and around government for as 
long as I have know that proponents for a wide variety of spending 
programs and advocates of an equally wide set of tax cuts often 
argue their proposal will be good for the economy. And in the long- 
term, many of those claims can be justified. But this is a time 
when a short-term focus is important. What is needed is immediate 
stimulus. That means we need additional money in consumers’ 
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pockets in January, February, and March. And if we are to limit 
the recession to two or three quarters, we need a significant 
amount of stimulus in 2002 — in early 2002; 50 billion or perhaps 
even more. That need for immediate stimulus eliminates the use of 
most spending programs. Those programs, while they may be wor- 
thy on their own merit, simply cannot tool up fast enough so addi- 
tional funds reach the household level of the first quarter of 2002. 
Most tax proposals also fail to provide the consumer with a quick 
infusion of buying power; $50 billion in tax cuts spread over an en- 
tire year provides at best $12.5 billion in stimulus in the first quar- 
ter, an amount well below what I believe is important to be pro- 
vided at that time. Corporate tax cuts, changes in depreciation 
rules, may be a good idea in their own right, but they also fail to 
meet the test of giving the economy a jump-start 3 months from 
now. 

Two tax changes which meet the immediate and substantial test 
are a cut in the payroll taxes effective only during the first quarter 
of 2002, or a second tax rebate, possibly one based on payroll taxes 
paid in the third quarter or the fourth quarter of 2001. Either of 
these actions would provide the needed fiscal stimulus on a timely 
basis. Congress will need to act quickly, though, for the administra- 
tive machinery needed to implement these changes will need to be 
up and ready by the end of the year if the stimulus is to arrive in 
time to affect the first quarter of 2002. 

Let me conclude by encouraging you as you evaluate potential 
stimulus alternatives to draw a sharp distinction between tax cuts 
and spending programs which may be worthy on their own merit 
and those which will quickly stimulate the economy. Tax cuts or 
spending programs which dribble out a little money each week for 
a year or for more than a year are unlikely to provide sufficient 
boost to economic activity next January when the jump-start is 
needed. And let me remind you that a spending program which au- 
thorizes new money which will not actually be spent until late in 
2002 or 2003, or tax cuts which largely have their impact in late 
2002 or beyond, even have the possibility of being counter- 
productive, creating inflationary pressures by adding stimulus after 
the economy has already begun to recover. What the economy 
needs now is a quick, controlled injection of additional spending 
power into the economy, not the long-term infusion promised by 
most tax spending initiatives that I hear. 

Thank you for the opportunity to appear here today. [Applause.] 

[The prepared statement of Mr. Stinson may be found in addi- 
tional material.] 

Senator Wellstone. Tom, we are indebted to you for, I think, 
just extremely important testimony. Thank you. 

Mr. Sohn? 

Mr. SoHN. I am pleased to be here today to talk about the eco- 
nomic and financial conditions related to the economic stimulus 
program. Again, I am Sung Won Sohn, an Executive Vice President 
of Wells Fargo Banks. And as Tom pointed out, again, the opinion 
here is mine, not that of Wells Fargo & Company. 

Minnesota is not immune to the national manufacturing and eco- 
nomic downturn. After enjoying a decade of above-average employ- 
ment growth, many of Minnesota’s top industries face tough times 
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ahead. As a result, employment has not grown in Minnesota com- 
pared to a year ago very much. The Iron Range of Northern Min- 
nesota has seen a decline in demand for taconite pellets, as well 
as the auto parts industry sees a flat or weakening demand. In- 
tense competition from foreign steel manufacturers is also behind 
much of the decline in demand for taconite. Employment in metal 
mining is down 24 percent, or 1,300 jobs from a year ago. Manufac- 
turers in industries such as computers and telecommunications 
equipment, printing, publishing, paper, lumber and wood products, 
rubber and plastics have all seen significant employment declines. 
We also know that many of Minnesota’s largest employers have an- 
nounced massive layoffs, including Honeywell, Qwest Communica- 
tions, Northwest Airlines, and the list goes on. As a result, Min- 
nesota’s labor market is beginning to lose. 

Since the first of the year, Minnesota’s employment rate has 
spiked 60 basis points to 3.6 percent, though still well under the 
national average. Unemployment is expected to become an even 
larger problem over the next two quarters, as Minnesota continues 
to enter the labor force, continues to — Minnesotans continue to 
enter the labor force, even as employment growth grinds to a halt. 
It is important to realize that the challenges facing the Minnesota 
economy over the next year are cyclical in nature and do not reflect 
any fundamental or structural defect in the State’s economy. In 
fact, in the long run, Minnesota’s economy is well positioned to con- 
tinue to perform well. The State benefits from strong native migra- 
tion from Wisconsin, California, North Dakota, Illinois, and Iowa in 
a notoriously slow-growth Midwest region. This positive migration 
drives State population growth and toosts demand for consumer 
goods, housing and services, while also allowing above-average em- 
ployment growth. In addition, Minnesota has well-diversified in- 
dustries that — industrial base that keeps economic employment 
volatility to a minimum. 

During the last national recession in 1991, Minnesota’s economy 
never really contracted, allowing economic growth to rebound 
more — much more quickly, and even with more — ^bigger than other 
regions of the country. Minnesota did not experience the real estate 
boom and bust that hit the rest of the country or experience the 
dislocations that the real estate bubble caused. 

The current downturn is likely to hit closer to home, however. 
With many of Minnesota’s major industries facing deteriorating 
business conditions, the economic decline is likely to be more ab- 
rupt and broadly based this time around. To date, the aggressive 
and rapid response of the Federal policy makers, including the Fed- 
eral Reserve, provides a flow to Minnesota’s economy, setting the 
stage for an economic rebound hopefully sometime around mid-year 
2002. 

Congress’s swift action to make enact stimulatory tax cuts aimed 
at boosting consumer spending, as well as recent initiatives to pro- 
vide additional spending on airlines, defense security, and disaster 
relief, should go a long way toward getting the national and Min- 
nesota’s economy back on track. 

On balance, we believe that the next 6 months will entail wors- 
ening employment conditions and continued hesitance of consumers 
and businesses to commit to long-term purchases and investments. 
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However, we expect an economic recovery sometime in the year 
2002, returning the State of Minnesota to its pre-slowdown expan- 
sion path. 

I agree with Tom that at this point, the Nation needs an eco- 
nomic stimulus program. We want to make sure that this does not 
become a prolonged, deep economic recession. Consumers, busi- 
nesses, the rest of the economy in the Nation — in Minnesota do 
need help, and to some extent we have seen Congress and the Fed- 
eral Reserve act to support the economy of the United States. 

But there also is a danger of overdoing it. The best place to see 
that is through the bond market. If you look at the bond yields, 
bond yields are today actually higher than it was on September 
10th. We call the bond market a vigilante. They worry about infla- 
tion. They do not worry about overstimulation. They are saying 
that with all of the liquidity in the economy from the Federal Re- 
serve and existing and additional economic stimulus coming from 
Congress, could we be setting the stage for more inflation later 
down the road? Of course, it has happened in the past, and that 
is one of the reasons why bond yields are higher. Not only have 
some of the long-term treasury bonds gone up, but if you are trying 
to borrow money in the corporate bond market, the yields are sig- 
nificantly higher, adversely affecting small, medium and large busi- 
nesses. So I think that we need to again take into consideration as 
to what the market is saying. Not you, not me, but what the mar- 
ket tells you. The market is saying that we need a stimulus, but 
let’s not overdo it. 

To some extent also, the economy depends importantly on not 
only consumer spending, what the government does, but also I say 
to some extent right now, the chief economic policy makers are 
Donald Rumsfeld and Colin Powell. 

Depending on how the war on terrorism unfolds, we may find 
that the economic contraction that we are probably experiencing is 
not as bad as we anticipated. In an optimistic scenario that I put 
together, let’s say the war on terrorism goes pretty well, we can put 
some kind of a reasonable definitive end to that, and we can get 
our friends overseas to take care of their own terrorists, so we do 
not have to commit our ground troops. In that case, I could see the 
repetition of what happened during the Gulf War. Back on January 
17th of 1991 when the U.S. entered Kuwait, consumer confidence 
jumped, the stock market went up. Why? Because uncertainties of 
the period, not knowing what to expect. That, to some extent, di- 
minished and even ended. As a result, the economy performed 
quite well, and I think we should not rule out the possibility that 
something like that could happen again. 

Thank you, Mr. Chairman, and members of the committee. 

[The prepared statement of Mr. Sohn may be found in additional 
material.] 

Senator Wellstone. Thank you Dr. Sohn. [Applause.] 

We are going to start out questioning with Congressman Sabo. 
I want to recognize Jim Koppel, and the reason I want to do that 
is Jim is the director of the Children’s Defense Fund in Minnesota. 
And frankly, I think this whole discussion today, which has been 
just incredible — all of the panelists, I think, have been very great. 
Some of the most important issues we face are those involving chil- 
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dren. I would like to thank you for your fine work and the Chil- 
dren’s Defense Fund for their fine work. Thank you, Jim. And I — 
and let’s do — [Applause.] 

The truth of the matter is, if I mention names, so many people 
in our office have been working on this, and it would be about ten 
people, and so I won’t do that. But I am really blessed to have a 
lot of good people to work with, and I want to thank everybody in 
our office for their work. Marge Baker came out from Washington, 
DC, and it is great that she is here. She is quite a pro, but we have 
just as good of pros at the Minnesota office, but they are ten people 
to recognize, with Connie Lewis directing the office, and I would 
like to thank you all for your help. Thanks so much. [Applause.] 

Mr. Sabo. Thank you, Paul, and thank you to the two panelists 
for their excellent testimony. I think you have good advice. 

To Dr. Sohn, I think there is danger that we may for — if the im- 
pact of what we do raises long-term rates, that can be a negative 
for us. And all of the political pressures in the Congress to do 
something of what everyone wants in the package, somehow we 
need to maintain some discipline. 

But I also agree very much with Mr. Stinson. We have to do 
something in a fashion that has immediate impact. And clearly, a 
rebate of some kind is a very appropriate response. My judgment 
has been that in our earlier action, we were probably too small in 
our immediate reaction, and too generous in the long-term tax cuts 
that would pass. So hopefully, we can find — and it is a little com- 
plicated administratively, I understand, to get benefits to the peo- 
ple who simply pay payroll taxes, and maybe not income taxes, but 
they clearly should be a major benefactor of our next tax bill. 

But let me ask — but the other way we get money to people quick- 
ly is through the ongoing safety net. And from all I gather, we had 
more and more holes in it. And one of the things I am curious 
about as you look at Minnesota is the degree of the people who 
have moved from employed to unemployed are not eligible for un- 
employment compensation. Because nationally, there is a signifi- 
cant number of people today who, because they are in and out of 
the labor market, often are the first laid off. They become ineligible 
for benefits. And I am curious if that is our pattern in Minnesota. 

And let me go beyond the concern I have in how we structure 
whatever additional benefits we may be able to do on health bene- 
fits. Much of the focus here are people impacted by September 11th 
and related to the airline industry. I, frankly, have concern that 
the political impetus may be to deal simply with those people. And 
I do not know how in equity we do not also deal with people who 
were unemployed earlier because of the slowdown in the economy. 
And it just strikes me, to be fair, whatever we do must have impact 
not only for people directly impacted by the events of September 
11th, but people who were laid off because of the economic slow- 
down earlier. And, again, I am curious to what degree people in 
Minnesota fall out of the traditional safety net of unemployment 
compensation and some of the other benefits we have. 

Mr. SoHN. Let me just — you can get into the details; you have 
got more data than I do, probably. But the labor participation rate 
in the State of Minnesota was and still is one of the highest in the 
Nation. It is not only because we like to work, good work ethic, but 



35 


also during the booming economic times, we were able to attract 
mothers, retirees, students, and others to join the labor force. 

Now that the labor market is not as healthy as it used to be, 
many of those people work part-time. They were laid off, and they 
decided to just drop out of the labor force. They disappeared from 
the radar screen. And they are not probably eligible for the kind 
of benefits that we are talking about. And I believe in Minnesota, 
especially in Minnesota, because, again, so many people joined the 
labor force, given the very tight labor markets, the kind of people 
that you are talking about that were not eligible for benefits is 
probably pretty substantial. And so I will certainly, you know, sup- 
port that argument. That is, we really need to look beyond what 
is on the radar screen and then see who has disappeared. 

Mr. Stinson. Mr. Chairman, Representative Sabo, expanding the 
coverage of unemployment benefits, adding an additional 13 weeks, 
expanding into providing better health care subsidies and things 
like that, those all fall in the list of things to me that are important 
to do because they are good things to do. But in terms of having 
an actual impact at the time that we need to have an impact, 
which is January, February, March, I think an awful lot of the peo- 
ple that are affected by the current slowdown are not going to have 
exhausted their unemployment 

Mr. Sabo. Excuse me. I guess my question does not relate to the 
persons who are initially eligible for benefits. It relates to the ques- 
tion of the people who, because of how we constructed unemploy- 
ment comp, are ineligible for — not for extended, but for initial ben- 
efits. If we have any handle of that. 

Mr. Stinson. OK. In terms of the number of people that are de- 
nied claims or out of the labor market, I don’t think we have a good 
handle on that at all. I will say, though, that Minnesota, as Dr. 
Sohn has pointed out, has a very high labor force participation 
rate, and this high labor force participation rate — in fact, we had 
a very tight job market, really, up until the first of the year, and 
maybe beyond that, has given us some protection against a deterio- 
ration of a kind that you are talking about. Now, there are cer- 
tainly people that are going to be affected, but in terms of a wide- 
spread impact on Minnesota, I just don’t think that is going to 
occur. 

Mr. Sabo. OK. Thank you. 

Mr. Ramstad. We are very fortunate. This is an excellent hear- 
ing, Senator Wellstone, and the staff deserves a great deal of cred- 
it. And also because we had three outstanding panels and we have 
two of our most distinguished economists here in Minnesota for 
many years before us, so I thank you both for your time. 

And I guess my question goes back — I read. Dr. Stinson, before 
and you repeated the prediction here today that Minnesota’s reces- 
sion this time would be greater than it was the last time. What are 
the reason or reasons for that? And, Dr. Sohn, you too. Maybe you 
could each comment. 

Mr. Stinson. Mr. Chairman, Senator Dayton, the 1990-91 reces- 
sion really pretty much overflew Minnesota. In the period 1989, 
1990 and 1991, Minnesota added 100,000 jobs over that period, and 
that is the period that spans the recession. We were the — Min- 
nesota ranked third in the number of jobs created during that pe- 
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riod. Texas created a couple hundred thousand, the State of Wash- 
ington about a hundred thousand again, and then Minnesota. All 
of the rest of the States, the big States, California, New York, 
Pennsylvania, Ohio, something like that, all lost population during 
that time. They lost income during that time. 

Now, the reason for that is a couple of things. One is that Min- 
nesota is a well-diversified economy. We have a wide spread of jobs 
across a number of different industries. We aren’t particularly reli- 
ant on one particular industry for employment, like the State of 
Washington is right now, and some things like that. 

Two, we didn’t have an overconcentration of defense industry in 
the State. Part of what contributed to the national economic slow- 
down was a coincident cutback in defense spending that was going 
on at the same time. And so we didn’t have the problems of the 
defense cutbacks that California, for example, had, and some of the 
Southern States and so on like that. 

Three, while Minnesota is a regional financial center, we didn’t 
have the same kind of employment impact and economic impact 
from cutbacks of the financial industry, which went on again in the 
1990-91 period. And so those three things helped us go through a 
little bit better. 

The other thing that helped in Minnesota clearly is that Min- 
nesota workers have a reputation as being a very productive group 
of workers. And so when you were going to cut back someplace, you 
did not choose to cut back the most productive plant that you had, 
you cut back a plant that was less productive. So that helped us. 

Mr. SoHN. Back in the 1990-91 recession — some people call that 
the banking recession or the real estate recession — we had the sav- 
ings and loan crisis across the country, and unfortunately many of 
those institutions had shoveled out money to the construction in- 
dustry. And therefore, we had a crash, basically, in Texas, Arizona, 
and other parts of the country. 

Well, fortunately, back in 1990 and 1991, that didn’t happen in 
Minnesota, because we have much better banks here in Minnesota 
than they do in Texas and elsewhere. [Laughter.] And so that was 
one of the reasons. 

Senator Wellstone. Much better than Texas. [Laughter.] 

Mr. SoHN. And so that was one of the reasons. The other reason, 
as Tom pointed out, is we are a lot more diversified. In fact, you 
can measure diversity of a State. If 1 is most diversified and 0 is 
least diversified, our diversity quotient is a 0.75, which means we 
are much better than the average. And, in fact, our diversity has 
been improving. 

And, again, I am not going to go into industries that Tom has 
already mentioned, but we are a lot more diversified than we have 
been and that can actually be measured. In addition, agriculture 
has been a source of economic stability. We recognize that prices 
are lousy, they are not good. But unfortunately, farmers are able 
to get help from the Federal Government, and that has been a very 
good, important economic stabilizer. 

We also have increasing emphasis on health, not only to hos- 
pitals, but also obviously the medical technologies such as 
Medtronic, etc. 
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Education has been another important growing source of our eco- 
nomic pie. And so I say, you know, these are some of the reasons 
why. I guess I am willing to say that we may actually end up being 
somewhat more stable than the U.S. economy. So I am probably a 
bit more optimistic than Tom is that I think if we do get into a re- 
cession — we could be in one already in the U.S. — Minnesota will 
probably come out a bit better because of the diversity that I have 
talked about. 

Senator Wellstone. For everyone, what we are going to do is. 
Congressman Ramstad will go with questions, and then I will ask 
each of my colleagues just for a final minute conclusion on your 
part, okay? 

Mr. Ramstad. Thank you, Mr. Chairman. 

Thank you. Dr. Stinson, Dr. Sohn, for sharing your comments 
with us here. I will be very brief. 

Chairman Greenspan has counseled us on the Ways and Means 
Committee that in order to provide a stimulative effect to a $10 
trillion economy, that any package we craft must be at least $100 
billion. Do you share that judgment? And he also said it should be 
compressed, which you testified to, to provide a true stimulus. 

The first question is: Do you agree it should be $100 billion to 
stimulate a $10 trillion economy? And the second question is: What 
time frame would you recommend that we limit any tax relief to? 

Mr. Stinson. Mr. Chairman, Congressman Ramstad, I think 
Chairman Greenspan is right on, and former Secretary Rubin has 
also made that point as well. I think that the $100 billion amount 
that he is talking about includes some of the action that has al- 
ready been passed by Congress. 

Mr. Ramstad. The $38 Mllion rebates. I think that is right. 

Mr. Stinson. Yes. And so I think somewhere on the order of $50 
or $60 or $70 billion. It is, you know, just money, I guess is the 
way to put it. [Laughter.] But we do not really know. But $50, $60, 
$70 billion. And for it to be quick — January, February, March. That 
is when we need it. And in order to do that, we need to do some- 
thing very quickly. 

One of the things that we learned in Minnesota, looking at 
changes in tax rates how it affects withholding, is that even though 
you change the withholding tax rate and publish new withholding 
tax schedules, all firms do not pick those up immediately. The big 
national accounting firms or big national payroll firms pick them 
up, but the smaller firms that buy their own accounting packages 
once a year wait until the start of the next year before they pick 
it up. Well, that limits the effectiveness of something if it is not in 
place so it is included in the accounting packages and the payroll 
packages at the start of the year. And so that is why I think we 
have a wonderful opportunity here to actually use the fiscal policy 
tool and in a quick and convenient manner. 

Mr. Ramstad. Just so I am clear, any stimulus package we come 
up with should be limited to — all of the elements should be limited 
to the 3-month duration? 

Mr. Stinson. Any additional stimulus should be limited to 3 
months, I think. 

Mr. Ramstad. Dr. Sohn? 
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Mr. SOHN. Well, I think we probably need a more longer-term ho- 
rizon. I was looking at the Wall Street Journal last week, and it 
had a wish list of all of the amount of money that we can spend, 
and I added it up, and it was $426 billion. And clearly, that is too 
much. 

I look at it this way. We have a $10 trillion economy, and let’s 
assume that the economic decline will be about one full percentage 
point over the 1-year period. It could be one, it could be two, but 
to offset that, we do not need economic stimulus of $100 billion be- 
cause of the multiplying effect. 

If we had about a $40 billion economic stimulus program, and 
then we multiplied that by the multiplier effect that the economists 
talk about of, let’s say, 2.5, then we are talking about a $100 bil- 
lion. That is assuming that economic decline is 1 percent. 

When Chairman Greenspan talked about an economic stimulus 
program of at least $100 billion, I assume that he is thinking that 
economic declines could be more than one full percentage point. 

The point I am making, I guess, is that I think in these discus- 
sions, everyone wants to get help from, you know, airlines to bus 
drivers to probably banks. But we are approaching really to the 
outer limit of overdoing, what I talked about earlier. And so I think 
we really need to be much more cautious. 

I also recognize that we need economic stimulus now to make 
sure that our economy does not slide into a prolonged economic re- 
cession, but also to present an opportunity to provide some incen- 
tives to make sure that cash flow is improving in the long run. And 
so I would not necessarily limit it to what would affect the economy 
in the next 3 months. I think, you know, there was room to im- 
prove productivity and economic growth in the long run, as well. 

Mr. Ramstad. Let me pin you down. Would 1 year be adequate? 

Mr. SoHN. No, I would actually go beyond that. For instance, in- 
vestment tax credits could go beyond 1 year. You know, some peo- 
ple have talked about, for instance, COBRA tax cuts. And some 
might say, why would you need COBRA tax cuts? Well, today 85 
percent of all businesses in America, they are service-related busi- 
nesses, and they do not necessarily benefit from capital equipment, 
such as machines. And so one of the ways to help them produce 
more jobs in the future is to improve their cash flows. And we can 
improve cash flows by giving them, let’s say, a corporate income 
tax cut. 

You know, if I am going to hire people as a business person, it 
could be a small job share, it could be a computer software com- 
pany, I have to have some understanding that, you know, cash flow 
will stay with me in the long run, not just the next 3 months. I 
am not going to hire people based on additional cash flow for the 
next 3 months. 

Mr. Ramstad. Well, I have never heard Congress agree on a so- 
lution, so today is no exception. Thank you both for being here. You 
are great Minnesotans and great economists. Thank you both. [Ap- 
plause.] 

Senator Wellstone. We will just take 1 minute to conclude, and 
I also want to announce that the record is going to be kept open 
for an additional 10 days for additional testimony. Anybody here 
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that has anything you want to put in writing to the committee, 
please do so. 

Congressman Sabo, we will start out with you. 

Mr. Sabo. Thank you, Mr. Chairman, for holding this hearing, 
and thank you to all of the panelists. I am sorry I missed some, 
but it was a good hearing. We have important work to do as we 
head back to Washington, and I hope we have some wisdom and 
some compassion in putting a package together in the next several 
weeks. 

Thank you. 

Senator Wellstone. Congressman Ramstad? 

Mr. Ramstad. Thank you for sharing, once again, and I just want 
to say that being here today makes me both proud and grateful to 
be a Minnesotan. To see labor and business employees, manage- 
ment, educators, economists, all Minnesotans assembled here to 
provide us with input is very, very important and very special. And 
all of you here today certainly represent not only the greatness of 
Minnesota people, but also the goodness of Minnesota people, so I 
want to thank you again, Paul, all of the colleagues here today, 
thank all of the witnesses, all of the people, the audience, those of 
you who are here, the high school students, the teachers, public of- 
ficials, and even the media. Thanks for covering this so we can edu- 
cate and let more Minnesotans know about this important 

Senator Wellstone. Jim, and we are willing to give interviews 
to the media? [Laughter.] We will. Let’s give a hand for the media. 
[Applause.] 

Mr. Ramstad. I believe they all know, whenever they are hard 
up for an interview, they have got my phone number. [Laughter.] 

But bottom line, I think Congress clearly needs to pass an eco- 
nomic stimulus package that not only provides tax relief, but also 
economic assistance for laid off workers. And believe me, I pledge 
to continue to work in a bipartisan, collaborative way with you, 
Paul and Marty all of the other colleagues, and with the Congress 
and with the President to do just that. So thank you very much. 
[Applause.] 

Senator Wellstone. I think I pretty much ditto what Jim just 
said. You know, it is odd, but in an ironic way, but not in a bitterly 
ironic way, given all of the uncertainty in our world, and all of the 
uncertainty in our country, this has been some of the best time 
that I have spent with Minnesotans. I think all of the testimony 
was very substantive. It was very important to have all of you here 
representing I think a good part of the diversity and richness of 
Minnesota. I really feel good about this gathering. Because I don’t 
think anybody is doing this for symbolic reasons. I think everybody 
that is here is very serious in purpose, and I think we all know 
what this means. 

And just to summarize what I heard, which really went through 
all of the panelists, we are talking about an economic downturn, we 
are talking about a recession, we are talking about hard times. We 
do underst^and that this has cut across a broad section of the popu- 
lation. Whatever we do needs to be large enough to make a dif- 
ference. 

There are some key principles we must adhere to. We have to be 
prudent about how we do this, but large enough to make a dif- 
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ference. It has to be short-term. We need to get the money in the 
hands of consumers who will spend it. And I think that we also 
agree that the focus on the private sector is critically important in 
terms of how we rebuild this economy, and where the growth is 
and where the jobs are, and people being able to work and being 
able to consume. 

And the other piece of it — and Congressman Oberstar did this 
earlier, but, you know, it is true that Mr. Anderson from Northwest 
Airlines, did come out with a strong statement saying the employ- 
ees have to get the help, too. And we have to make sure that the 
working families in our State fit in and are a central part of this 
economic recovery package. 

I would like to thank everybody for being here, and this hearing 
is adjourned. [Applause.] 

[Additional material follows:] 
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ADDITIONAL MATERIAL 

Prepared Statement of Kelly Doering 

Thank you for inviting me to present today. My name is Kelly Doering. I am the 
President of E-Travel Experts. We provide services to online Airline websites and 
online travel websites. We provide a board range of service and technical support 
functions to the travel industry. We are a profitable and privately held start-up 
company founded in late 1997. We focus on operational excellence and offer high 
quality and low cost services. We operate as strategic partners with our clients and 
we share the risks, Our clients include Northwest Airlines and Orbitz. Between 
these two clients they issued over 500,000 Airline tickets in the month of August. 
This is a high growth area; we have grown from 5 employees to over 200 in less 
than four years. We have aggressive plans to grow our travel technology services 
to where we will double or triple in size over the next year. 

There are three things I would like to emphasize today: First online travel sales 
offers a cost effective way to sell, service and distribution Airlines tickets. Second 
is that we are bringing new jobs to both metro and out-state Minnesota. Third since 
September 11th we have both short-term financial risks, and long-term uncertainty 
that will affect our access to capital and therefore affects our growth. 

DISTRIBUTION 

Why is E-Travel Expert’s emergence important? Online sales offer the model for 
the Airlines to succeed. Distribution is usually the third highest cost of an Airline 
behind labor and fuel. Airline and travel websites are critical to the recovery and 
success of any Airline today because online sales offer a cost effective way to sell 
and service distribution channel. Travel websites and E-Tickets promote economies 
of scale that are critical to Airlines success. Internet ticket sales offer an ease of 
use and convenience for an increasingly technology savvy customer base. Travel 
websites also offer and promote many ancillary services such as Internet Check-in 
and Airport Electronic Services Centers. 


JOBS 

So what does E-Travel bring to the Minnesota economy? Through the services we 
provide we create the necessary bridge from service jobs to light technical and on- 
line functional expert positions that support the online sales process. We bring new 
jobs that provide alternative and expanded career options for new and experienced 
travel people and customer service representatives. These jobs offer experience in 
Internet technology and E-Commerce and what we call ‘technology with a touch’ as 
with e-commerce customer service agents. We have been able to bring these jobs to 
both the Eden Prairie and Mankato, Minnesota. 

The Mankato community is very active in attracting and growing technical jobs. 
As part of bringing new jobs, training, has been and will continue to be a critical 
part of our growth. We are currently involved in a grant with MN Job Skills Part- 
nership and Rasmussen Business College in Mankato to build our training program. 
We are also looking at the Operation Green-Thumb initiative along with the Tech- 
nology Plus Center in Mankato. This program will promote technology training in 
Minnesota. 


FINANCIAL IMPLICATIONS OF THE SEPT. IITH TRAGEDY 

The travel industry crisis creates both short and long-term implications for E- 
Travel Experts. We have a proven, profitable business model and we have not had 
to do layoffs. We take a strategic partner approach to our client relationship. How- 
ever, our revenues are tied to Airline ticket volumes. In this way we share the risks 
with our clients so commensurate, with Airline revenues our revenues are down 
50% from pre-911 revenues. However, our workload remains at high levels so we 
are functioning at 100% costs. 

The long-term economic uncertainty puts us at risk in our ability to grow and 
meet the needs of our clients. In order for ETX to be competitive we need to be able 
to ramp up to accommodate our existing and potential clients. To date we funded 
our growth through retained earnings rather than through venture capital. While 
we realize that this would not always have been possible even without the Septem- 
ber 11th tragedy we believe that now funding will be more difficult to obtain. 

In conclusion, we have efficient and operationally excellent support to offer our 
clients as they expand their online sales as a cost effective distribution channel. We 
intend to continue to offer new Internet travel technology jobs to MN and we ask 
for your continued support of the travel industry, as well as support for retraining 
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displaced workers in Minnesota right now so we can continue to be there for our 
clients and to help build on their sales technology and distribution strengths. 

Prepared Statement of Roxanne Leake 

Mr. Chairman, and Members of the Committee: 

I am here as one voice speaking on behalf of many Northwest Airlines employees 
on the effects of the September 11th attack on the United States of America. My 
name is Roxanne Leake. I am married and have four wonderful sons, Jacob(8), Josh- 
ua(6), Jarrod(5) and Jordan(3). We live in Lakeville, Minnesota, which is about ten 
miles south of here. I would like to express to you today the commitment required 
to be a Northwest Airlines employee, the enjoyment of my job, my role during the 
crisis, and how Northwest Airlines terminated my emplo 3 Tnent. As with any com- 
pany, qualif 3 dng for employment requires interviewing, screening, and a training 
process. Because of the unique employment positions at Northwest, this process is 
more in depth than for most other entry-level positions. Each individual must qual- 
ify for each level within the process. Having successfully completed the interview 
process, I was subject to a criminal background check and drug screening. At this 
point, I was offered a position, which I accepted, and began my training. The train- 
ing was four intense weeks that placed a significant strain on my family’s financial 
stability. Our wages for training were only sixty percent of the entry-level wage; 
thus I was earning $6.36 per hour. As a family, it was decided to commit our re- 
sources to support my training and the costs involved, because our family supports 
each person when an opportunity presents itself. Upon completion of my training, 
I began my probationary employment as a reservation/sales agent. The probationary 
period is four to six months, depending on the status as a full time or part time 
agent. 

I loved going to work at Northwest everyday, something most people cannot say 
about their job. The people I worked with directly tipped the scales in regards to 
their service, enthusiasm, and dedication to the company, each other, and the public 
at large. The reservation agents took great pride in the service we gave to our cus- 
tomers. It is a wonderful feeling to help families get the best possible fare for a va- 
cation or help someone to get across the country to attend the funeral of a loved 
one. 

The events of September 11th had a dramatic effect on the responsibilities of the 
probationary reservation agents at Northwest Airlines. Northwest Airlines declared 
an emergency and requested all reservation agents, including probationary agents, 
to report to work as soon as possible. I reported for work six hours early that day 
and worked an eleven-hour shift. I felt it was my responsibility as a citizen and em- 
ployee to do everything I could to help people through this crisis. 

On September 22nd I received a call from Northwest Airlines informing me that 
I was being laid-off. On September 24th, I, along with many other probationary 
agents, was informed that my employment was being terminated due to my proba- 
tionary status. Later that day, I received a letter confirming that I was terminated 
due to the effects on the airline by the events of September 11th. To say that I was 
shocked and disappointed is an understatement. The financial burden placed on my 
family and the stress of long hours I endured during the training and probationary 
period only to be terminated through no fault of my own has left my family and 
me in a state of disarray. 

I am diligently working at maintaining a positive attitude through this chain of 
events. I came here to explain to you my commitment to my family, my job, and 
Northwest Airlines. It is my sincere hope that I have articulated this to you in this 
short time. All I want is the opportunity to return to Northwest Airlines as a res- 
ervation agent. Thank you for allowing me the time to share with you these words. 
In conclusion, it is my goal to return to Northwest Airlines and I am asking that 
you help me and.the thousands of other displaced airline workers get hack to our 
jobs. 


Prepared Statement of George A. Logan III 

Mr. Chairman, and Members of the Committee: 

I am pleased to be here today to discuss with you several important issues, but 
first I would like to take the time to thank Senator Wellstone’s staff for allowing 
me the opportunity to testify before this committee today. I am a small business 
owner and the terrorist attack on the United States on September 11, 2001, has 
greatly affected my business, and my family’s well being. 

I have owned my own business since 1994. 1 was ahle to purchase my first new 
roll off truck with the assistance of the S.B.A. in 1995. 1 have been very fortunate 
that my gross revenues for the business have risen each and every year. My gross 
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revenues for last year were over $300,000.00 dollars. Unfortunately, this year will 
be much different. 

The economy was slowing down, and my construction roll off revenue was at it’s 
lowest level in three years. I started bidding on projects through the CERT program, 
and I was the successful bidder on the Penn Co contract. This contract involved re- 
moving the construction waste from Minneapolis/St. Paul International Air Port. 
This contract would have generated almost $100,000.00 dollars of new revenue for 
my business. Not only would I have had the increased revenue, but I feel that if 
I was able to successfully complete the contract this would have led to other new 
contracts, and contacts in the business. This was my first big contract, and if suc- 
cessfully completed, I believe that I would have had the experience that I had been 
lacking and would have been able to successfully bid on larger and more lucrative 
contracts. 

The Penn Co contract was canceled one week after it was signed. I was told to 
come and pick up my roll off containers, and that the contract was canceled. I would 
like to stress to the committee that the contract was canceled, not just delayed or 
postponed. The project was placed on hold until the Airport Commission could figure 
out whether or not the new safety regulations would allow for the expansion project 
to continue. The project may or may not resume. It is my understanding that if and 
when the project ever resumes, that I would have to re-submit my bid for the 
project. I would not be guaranteed that I would be the successful bidder for the 
project. This cancellation of the Penn Co contract is going to place a great financial 
burden on my company. 

In order to bid for the additional work that the contract would have generated 
I needed a second roll off truck. I had been saving up for the past three years so 
that I would be in a position to purchase a new truck if the business justified the 
second vehicle. I was finally able to add the second roll off truck, and purchased 
five new thirty yard containers. The cost for the new equipment was over 
$150,000.00 dollars. I now have the equipment, but no contract to help defray the 
cost. 

While my business is struggling to meet the increased expenses, I have less 
money for my family. This has directly affected my family’s well being. I recently 
won a trip to Jamaica in a raffle at my son’s school. I was planning on taking the 
family on the first vacation we have had since I started my own business. Now, even 
if I had the money to go on the trip, I am not sure I would want to take my family 
on a vacation where we would have to fly to the destination. 

The President has said we should get back to doing things we would normally do. 
This is hard in my case since almost a third of my revenue for this year has been 
lost as a direct consequence of the terrorist activity. I am not complaining about my 
losses. My losses have only been economic in nature. I have not lost family or 
friends to the terrorists, and my prayers and sympathy go out to those that have 
suffered from the loss of family or friends. I just have to work a little harder to 
make sure my business is successful, and any help your committee can give, is 
greatly appreciated. 


Prepahed Statement Cheryl Dusek 

As one of the many people who lost their jobs with Northwest Airlines this past 
week, I became another statistic in an ever-growing population of people impacted 
by the terrorism of Sept. 11 and its affect on our nation’s economy. I have counted 
myself fortunate as I watch the heartwrenching stories of people who lost family 
members and businesses that lost large numbers of their employees in this tragedy. 
I still have my family intact and a spouse who is employed. At first I did not think 
past the sadness I felt for those people to see the impact this would also have on 
my family and me. I have been through layoffs with three different technology com- 
panies since 1997 and thought I was doing the prudent thing by choosing a more 
traditional business when I last went through a job search. I had survived two bouts 
with cancer and with a child in college wanted stability in my life, so I took a posi- 
tion with NWA. 

We were fortunate to be in the position of paying for a college education for our 
daughter from my income — avoiding the need for either her or us to take on student 
loan debt. We have lived in a comfortable home in Eagan for over 20 years, have 
been able to provide for our children’s education and help provide support to aging 
parents whose only income is Social Security. Suddenly I am concerned about my 
ability to meet mortgage payments, pay for health insurance and most importantly 
continue to meet our daughter’s education expenses. I know that we will find a way 
to survive — I learned long ago that you make of your life what you are willing to 
work to accomplish. My experience with cancer taught me to keep going. I took up 
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marathon running to celebrate my success over cancer at age 60 and know that the 
same determination that allows me to run 26.2 miles at my age, will also help me 
through this situation. But as a 54-year-old woman, I realize that while my age may 
not have been a limiting factor in recent employment searches, that is likely no 
longer true. My long working career will mean that I will be viewed differently in 
a market where companies will be looking to fill the positions they have available 
with the least expensive “resources” they can find. 

I realized that while I am feeling very uncomfortable personally about my situa- 
tion, there are a large number of people for whom the impact is much more severe 
than what I am experiencing. When NWA announced a reduction in its manage- 
ment staff of 1,000 people, they were not speaking strictly of “managers” and execu- 
tives. Management staff at NWA refers to all positions that are not union/contract 
positions. These are people in the finance, computer services, sales and marketing, 
and administrative services areas of the company. Many of these people have spent 
much or all of their working career with NWA — a look at the term of service of 
those affected finds a lot of people with over a decade of employment with NWA 
and some with more than 20 years with the company. 

I did a quick interview with a few of the people that I know who lost their jobs 
and found some stories that show just how this layoff will affect families (and fu- 
tures). 

An employee in the NWA Aerospace Engineering whose only work experience has 
been with NWA told me the impact to him is devastating: 

Lost all seniority even if called back to NWA — over a decade of time with NWA 

Lost medical, dental, disability and life insurance 

Lost future pension contributions, 3 months accrued sick pay 

Sole provider for family of five — one child and wife are full-time college students 

Degree in highly specialized field limits his opportunities for employment to air- 
line industry related companies most of which are not faring well with the current 
economic situation. 

Large numbers of people are already in the job market for positions that his expe- 
rience and education prepare him for — and the number of jobs is very limited. 

Retraining for a new career takes a long time and with 2 family members in col- 
lege even if he has funding to cover education costs, he still needs to support his 
family during that time. 

Relocation would interrupt the college education for his wife and daughter. 

Relocating means selling his home of 10 years — and the housing market and home 
sales prices are certain to be impacted by the talk of recession. 

A 49-year-old Project Analyst with 6 years of employment with NWA told me that 
he had planned (hoped) to make this his career home until retirement. His story 
is also one of a sole provider: Wife just enrolled in nursing school after many years 
as a stay-at-home mom. Three children — one in college, one a senior in high school 
and a student in junior high. Because of the education expenses, his budget was al- 
ready stretched thin prior to the layoffs. Now he knows that unless he can find a 
comparable position within the time frame of his severance he will either face a 
large amount of debt for education or his wife will have to put off her plans for a 
nursing degree. 

A 53-year-old single woman with 16 years at NWA has a different set of concerns: 

How to start over at age 53 — when you are competing with young, attractive peo- 
ple for jobs in a very fast-paced society that places a premium on “beauty”. 

Pension issues — current information from NWA following the layoff conflicts with 
what she was told previously about her pension. She is looking at almost $200K 
that she had been told she could “take with her if she left the company” and now 
she may no longer be able to do so. 

Not expecting to find a position with comparable pay.... takes a lot of time to build 
up to the level she had achieved. This loss of earning power impacts her ability to 
save for retirement via 40 IK and Social Security. 

“Singles” have no one else’s financial support to turn to in a lay-off situation. They 
are on their own for insurance, etc. 

Expresses concern about the number of long-time employees let go while many 
younger, newer (and less expensive) people are still employed. 

Wants retraining. 

Simply providing money to the airlines to strengthen their business position is not 
going to solve the problems facing these people. Their layoffs were permanent — they 
do not have the opportunity to be called back to work once the business position 
of NWA improves. All of the talk right now is about getting people back on planes 
with the thought that will improve things throughout the travel related business 
community. I think the reduction in travel has less to do with people’s fear of fl 3 dng 
than with the economic situation of individuals and businesses. Business travel is 
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down — not because business travelers don’t want to fly, but rather because when 
times get tough the first budget that gets “whacked” is travel. Leisure travel is very 
low at this time of year anyway, but is further suppressed this year because so 
many people are either fearing loss of their jobs or have already been the victim 
of layoffs. These individuals are not going to spend money to travel when they know 
their future is uncertain. Until individual consumers have money in their pockets 
to spend on the products and services that businesses sell, those businesses will not 
be putting people back in the air. Travel is a convenient, but not essential, means 
of meeting with customers, vendors, and co-workers in our global economy. Tele- 
conferencing and video conferencing options are available either on-site for large 
companies and through business services such as Rinkos....and is a much less ex- 
pensive way to have meetings. I understand the need to help out the airlines with 
the losses they sustained during the 4 days of no flying, but the hotels, restaurants, 
entertainment, and travel related services are feeling the same pinch.... the trickle 
down effect has not yet been totally quantified. The real solution is getting people 
the help they need to weather the layoffs and find employment. Only then will the 
economic situation for all types of businesses improve. 

Prepahed Statement of Hydra Juhor 

Thank you Senator Wellstone for inviting me to speak to you and the whole Min- 
nesota Congressional delegation. I feel privileged, to be able to speak on behalf of 
the tens of thousands of hospitality workers here in Minnesota and across the na- 
tion who have lost their jobs as a result of the devastating bombing that took place 
on September 11, 2001 at the World Trade Center. 

My name is Hydra Juhor. I emigrated to the U.S. in June of 2000 with my hus- 
band and my children. I am a refugee from Ethiopia and am here with refugee sta- 
tus. 

I worked at LSG SkyChefs at MPLS/St. Paul International Airport as a Food Pro- 
duction Worker — we supplied all of the in-flight food service for NW Airlines and 
KLM. After the attack on the World Trade Center the in-flight food service was 
drastically cut back and as a result I was laid off from my job. Many of my cowork- 
ers have also been laid off. 

As a Food production worker I was receiving $8.70 per hour plus medical and den- 
tal benefits as well as life insurance. I have lost all of my benefits that were pro- 
vided to me through my union contract. 

I am married and have eight children ranging from 30 years old to 8 years old, 
two of my children are still in Ethiopia. I do not know what to do, my industry, 
the hospitality industry, has been devastated, there are no jobs to go to especially 
jobs that provide the level of benefits that I had at LSG SkyChefs. My husband 
works, but in order to feed and clothe my children, pay our rent and other bills my 
husband and I both need to work to bring income into our home. 

Back home I was an accountant, I planned to go back to school to further my edu- 
cation and learn about computers. I am trying to better myself and attain a better 
job and lifestyle. Presently my plans are on hold as I don’t know how I am going 
to go to school until I can get back on my feet. 

The bombing on September 11, 2001 killed 6000 people and put a lot of others 
out of work, but I feel confident that this nation will pull itself together. One way 
of doing that is to make sure that people like me and my co-worker are not left for- 
gotten. Thank you again for the opportunity and privilege to speak to you this morn- 
ing. 


Prepared Statement of Jaye Rykunyk 

Mr. Chairman, Members of the Committee: 

Thank you for inviting me to address you today. My name is Jaye Rykunyk. I am 
the principal officer of the Hotel Employees and Restaurant Employees Local Union 
No. 17. I am also a Vice President of my International Union based in Washington 
DC. My local union represents 5,000 workers here in the Metropolitan area. Inter- 
nationally, my union represents 300,000 workers who are employed in hotels, casi- 
nos, restaurants, and airports and sports venues in the United States, Canada, 
Guam, Siapan and the Virgin Islands. We cook the food, we serve the drinks, we 
make the beds, we sell the beer and the peanuts at the ball games and we make 
95% of the meals served on airplane flights originating in the United States and 
Canada. 

The hospitality and food service industries are made up in large part of workers 
who are minorities, women and immigrants. We have served as the gateway to the 
American workforce and indeed to the American dream for more immigrants than 
any other industry in the history of our nation. Our workforce is the training ground 
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for more welfare to work employees than any other industry. In our union, we have 
accepted the challenge of uplifting the standard of our industry so we too may earn 
a livable wage, have medical coverage, own our own homes, send our children to 
college and look forward to a pension which will allow us to enjoy our retirement. 

As our society has changed from a manufacturing economy to a service based 
economy, the hospitality and tourism business has been one of the fastest growing 
segments of the new economy. More jobs have been created in hospitality than in 
any other single industry. Large public investment has been made in building hotels 
and convention centers through TIF, low interest loans or direct subsidy by brown 
field clean up, building of infrastructure and other mechanisms. Tax on hotel rooms, 
food and beverage sales, sports tickets and parking surcharges have become a main- 
stay of the budget of the majority of all cities who seek to attract visitors. Beyond 
these direct taxes are the revenues collected by local and state governments for li- 
censing, taxicab fares, etc., etc. The list is long and diverse. 

When a pebble falls in the pond, the hospitality industry is always in the first 
ripple. The attack of September 11th was not a pebble, it was a boulder. The effect 
on our industry was not a ripple, it was a tidal wave. 

The immediate impact here locally has involved the lay off of thousands of hospi- 
tality workers in the metropolitan area. Our union represents 1,100 workers at the 
MSP Airport. The majority of these workers were sent home immediately following 
the attack. At the SkyChef facility where the airline meals are made, the majority 
of the workforce is made up of immigrant workers. Most of these workers are paid 
below $12.00 per hour and most of them not only support their families here but 
have an obligation to send money home to support their families overseas. HMS 
Host provides food and beverage and retail services inside the airport. Sales were 
down more than 50% in the first weeks, and now are slowly rebounding. We have 
permanently lost 130 jobs at SkyChef At HMS Host, we have lost 150 jobs. 

October is the catchup month in our industry to recover from a slow summer. We 
generally expect to have close to full occupancy in our hotels. That occupancy has 
fallen to below 50% by the most current forecast. The Radisson Plaza closed its 
white tablecloth restaurant, as has the Minneapolis Hilton. These two restaurant 
closings alone will throw close to 50 workers out of jobs. Prior to September 11th, 
the workers in these restaurants would not give a second thought to re-employment. 
Now there is literally nowhere for them to go. High end dining has been adversely 
effected throughout the city. The prospect of securing a job that provides benefits 
is non-existent to workers who were at the high end of the income scale in our in- 
dustry. There simply are no jobs available for workers who are the most highly 
skilled. A review of the want ads in the Sunday paper confirms this dire statistic. 
The jobs are simply gone. 

By far the large majority of workers in the hospitality industry hold down two 
jobs to make ends meet. Even working more than 60 hours per week, they are bare- 
ly able to make enough to cover the basic necessities. The main meal for most hotel 
and restaurant workers is the one that is provided at no charge to them by their 
employer as a benefit of working at the facility. In an area with one of the tightest 
housing markets in the country, many of our members are already making plans 
to move in with relatives because they know they will be unable to pay rent or make 
a mortgage payment. If you own a home, invite someone to share your space. If you 
rent, look for a room with a family member. As much as we would like not to believe 
these grim statistics, it is not uncommon now for many of our members to already 
live two or three families in two-bedroom apartment. We have a number of members 
who work full time who live in homeless shelters or in their cars. 

The most vital pieces of information we put in our union newspaper following the 
attack was about programs for heat share, food share and emergency assistance. 
Our industry is in free fall and our members, who are among the poorest workers 
in Minnesota, are without a parachute. The reality of living on unemployment for 
our members is the reality of not enough to eat and no place to call home. 

The waiting week for unemployment benefits represents two weeks without 
enough money to buy groceries. It represents standing in line at a food bank or 
going through garbage cans behind grocery stores and restaurants for what the 
wealthy can afford to throw away. 

While there are numerous mechanisms by which workers can be helped, I cannot 
stress to you enough the need for continuation of medical benefits for laid off work- 
ers. Given the extremely low wages in many sectors of our industry, and the large 
number of workers who will be eligible for public assistance for medical benefits, 
the loss of health insurance will be devastating not only to those workers as individ- 
uals, but to the public health care system as well. Our public health care is simply 
not equipped to handle the large number of workers and their children who will 
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suddenly become eligible if immediate action is not taken to guarantee benefits 
through COBRA supplements. 

I have brought a number of the laid off members of my union with me. Let me 
introduce you to them. These 10 workers represent the best of our industry and the 
best of our country. These are the workers who are willing to fill so many of the 
jobs, which have made our cities and our country and our economy strong. They 
work long hours serving the public for low wages. They cannot be overlooked in the 
discussion about recovery from the terrible tragedy that our country is now facing. 
If you do not speak up for them, who will. 

Prepared Statement of David C. Olson 

My name is David Olson. I am president of the Minnesota Chamber of Commerce. 
The Minnesota Chamber represents more than 3,200 Minnesota companies of all 
types and sizes on state public policy and regulatory issues. We work closely with 
state legislators and state agencies. We do not focus on federal issues, and I am not 
here to offer specific suggestions on federal policy initiatives. However, we travel the 
state regularly to understand business conditions and our members’ issues. I believe 
I am in a very good position to share with you what our members, and Minnesota 
businesses in general, are thinking, and quite frankly feeling, about today’s econ- 
omy. I appreciate your invitation to be here today and I hope my comments will help 
you in developing some solutions to the issues Minnesota employers and their em- 
ployees are facing — solutions that focus on tax cuts and regulatory expense reduc- 
tions. 

When I received the invitation to participate in this hearing, we asked our mem- 
bers to provide input for my testimony. We sent a broadcast fax and email to our 
members. We received an immediate and impressive response. 

While this is not a statistically valid survey, I believe it fairly represents the 
views of Minnesota Chamber members, and Minnesota businesses across the state. 

The first question we asked our members was related to workforce. Specifically, 
we asked them how their workforce numbers have, or will change over the next few 
months based on the events of September 11. 

• 11% of the respondents think their workforce will grow; 

• 36% believe that their workforce will shrink; and 

• 53% believe that their workforce numbers will remain the same. 

In terms of workforce, perhaps this is better news than expected. 

Many manufacturing firms were having a bad year before September 11 so they 
already had trimmed their workforce. They are now hoping to hold their own. 

Other firms hope to reduce their workforce through attrition and retirements as 
opposed to layoffs, but some companies do not have this option. 

A large Twin Cities area hotel reported that by year end, it will have a 20% re- 
duction in management staff and several layoffs of hourly positions. A greater Min- 
nesota travel agency with offices around the state also reported a 20% layoff. 

The second question focused on their company’s profitability in the year ahead. 

• 19% of respondents foresee higher profits; 

• 21 % are projecting about the same level; and unfortunately, 

• 60% of those responding are projecting lower profits. 

Sixty percent is a big number, especially when you consider that many companies, 
particularly manufacturing firms, already had one tough year and now are not see- 
ing any improvement. 

A metro area footwear company said that in the two weeks after September 11, 
business was down 35%. 

One company stated that they had the worst September in 16 years and sales 
were double in September of this year than what they were 16 years ago. 

A manufacturer reported that raw material costs are up, as well as labor and en- 
ergy costs, yet customers are not willing to pay more, putting even greater pressure 
on already thin profit margins. Yet another manufacturing company said that they 
were just starting to see an uptick in August, and the events of September 11 elimi- 
nated the momentum towards an improved outlook. 

Retailers are reporting slow or no sales of high ticket items, but discount retailers 
think they will hold their own. 

A company that provides parts to the airline industry was forced to lay off 50 peo- 
ple since September 11. The owner commented that the business is 57 years old, 
and they will be lucky to survive and stay in business. 

Those companies that support the housing industry, including a lumber company 
and a window manufacturing company, say they continue to remain strong, but ex- 
pect a downturn later this year. 
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A florist actually reported that business is up since people are sending flowers to 
ease the pain. 

Finally, we asked our members how they are responding to the economy and what 
actions they are taking to survive. 

Across the board, companies are cutting expenses which include: 

• Personnel — layoffs when necessary and cutting hours of remaining personnel. 

• Going without raises and bonuses if necessary. One business owner reported 
that he is not taking a salary in order to cover his employee’s salaries and other 
business costs. 

• Delaying capital expenditures. 

• Cutting overhead, including travel. 

• Asking employees to consider lower cost health care, options and pay more of 
their monthly premiums. 

A number of companies expressed frustration about costs they feel they can not 
control including energy, transportation (particularly rail for manufacturers) and in- 
surance costs, namely health care insurance. Just a couple of the comments on 
health care include: 

• According to one business owner “Currently, one of our big concerns is health 
insurance. We had 60 employees a year ago and now we are down to 42. Our health 
insurance went up 40% in March of this year, and they are raising rates again in 
October by 15%. We are being forced to look at dropping our coverage or just go 
to major medical only. We would allow employees to upgrade to family coverage at 
their cost, but the cost is so high I am sure many can not afford it.” 

• “The main reason our profits are lower is due to huge increases in health insur- 
ance. ..every year it is up 20 to 30%,” another stated. 

And related to health care, several of our members took this opportunity to share 
their frustration with the state employee strike. While I know it is not a federal 
issue, it is like rubbing salt in the wound of business owners. As one business owner 
put it “As I fax this, a major union is out on strike due to wages and health insur- 
ance costs. Our health insurance renewal went up 29%. What is a small business 
to do?" 

While the overall outlook of business people is one of uncertainty and lower prof- 
its, some companies do have a positive outlook for the year ahead. A company that 
sells office computers and copiers is projecting a 10 to 15% growth next year, for 
example. 

In addition, firms are also doing whatever possible to boost their sales and mar- 
keting efforts. In typical midwestern fashion, many companies are stating they are 
working harder, smarter, longer and leaner.. .a couple even mentioned they are pray- 
ing a little harder. 

As I said in my opening remarks, I am not here to provide federal policy rec- 
ommendations. I do hope that the commnents provided by our members make it 
clear that Minnesota businesses do not need further burdens and costs from any 
source and, for your purposes, their prospects and those of their workers, would 
greatly improve if government would continue to do its part to reduce both tax and 
regulatory expenses. 


Prepared Statement of Ray Waldron 

Mr. Chairman and Members of the Committee, 

Thank you for this opportunity to help with the Committee’s examination of Min- 
nesota’s economy in the aftermath of September 11. I’m here today to speak on be- 
half of the working people in our state. 

First let me say that we all recognize that the economic effects of those events 
cannot be compared to the unimaginable pain and suffering of the victims or the 
loss and sorrow of their families and friends. 

But the economic consequences are real, and many working families in Minnesota 
and around the country are feeling them. 

Airline employees and other workers in the air transportation industry hOave 
been affected most immediately. 

By Oct. 1, District 143 of the Machinists Union (lAM) reports that 1,327 union 
members who work for Northwest Airlines in the Twin Cities, Rochester and 
Chisolm had received layoff notices. 

The Airline Pilots Association (ALPA) has informed the Minnesota AFL-CIO that 
30 Northwest pilots were laid off, and 850 pilot layoffs are expected in the next elev- 
en months. 

Reports from Hotel Employees and Restaurant Employees (H.E.R.E.) Local 17, in- 
dicate that 20 percent (130) of Local 17 members who prepare airline meals at 
SkyChef are on layoff. 
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Twenty cleaners at the Twin Cities Metropolitan Airport who belong to Service 
Employees International Union (SEIU) Local 26 have heen laid off. That represents 
20 percent of the airport cleaning contractor’s workforce. Union leaders report that 
airport officials are estimating a possible 20 percent drop in airport employment 
overall. 

Cutbacks in air transportation are leading to layoffs in other industries also. State 
building and construction trades unions anticipate significant job losses due to the 
delay of dozens of airport-related construction projects necessitated by the sudden 
shortfall in Metropolitan Airport Commission revenues. 

Hotel Employees and Restaurant Employees are bracing for a possible downturn 
in Minnesota’s hospitality industry. Even workers who are not laid off could lose 
health insurance benefits or have to pay higher premiums or co-pays, if their hours 
are reduced. Health benefits are tied to the number of hours worked. 

The sudden and unexpected job losses that have taken place since Sept. 11 mag- 
nify the effects of our state’s economic slowdown. Minnesota workers have been hit 
hard by a surge of dislocations. To cite just a few examples, workers on the Iron 
Range are experiencing job loss at a pace not seen since the 1980’s. Hundreds of 
workers in Albert Lea have been displaced by the terrible fire at a meat processing 
plant. And the technology hardware manufacturing industry is in a slump that 
began at least 6 months ago and could be extended by the contraction in air trans- 
portation. 

These are just a few examples of the situation of workers here in Minnesota. 
Judging from news accounts and communications from the AFL-CIO, it is clear that 
working people and their families in our state and all around America are facing 
layoffs on a scale unprecedented in recent memory. 

Our government must respond to this growing human need with the same kind 
of urgency, energy and resources it has already devoted to aiding airline corpora- 
tions. 

In September, when Congress was considering emergency funding for the airline 
industry, the Minnesota AEL-CIO urged our state’s U.S. Senators and Representa- 
tives in Congress to include a benefits package for all affected workers. Senator 
Wellstone, Senator Dayton and a majority of Minnesota representatives advocated 
such measures and continue to do so. Minnesota’s working families appreciate their 
support. 

We urge the Senate Subcommittee on Employment Safety and Training to do all 
in your power to speed enactment of legislation to assist airline employees and all 
workers who lose their jobs, in whole or in part, due to the terror attacks and their 
aftermath. 

This assistance should include income assistance and job re-training allowances, 
extended health coverage, assistance with child-care costs and hire-back provisions 
when employers return to a sound economic footing. 

In addition. Congress must provide for diligent public oversight of how airline cor- 
porations use the $15 billion of public assistance provided to them. Among other 
things, corporations that benefit from the bailout must be required to honor sever- 
ance pay and other contractual obligations to laid off-workers. 

As our government mobilizes in response to the immediate needs of laid-off work- 
ers and their families, it must also develop policies and enact legislation to assure 
the long-term economic security of all Americans. 

The AFL-CIO is convening a Special Committee on Economic Security and draft- 
ing a comprehensive Economic Recovery Plan. I am sure that representatives of the 
national federation will be sharing that plan with the Committee in the near future. 
I urge the Members to give it your most serious consideration. 

Our nation is in a struggle against global terrorism to protect and defend our 
democratic way of life. We have prevailed in previous struggles because we have 
been united as a people. That unity has derived, in no small measure, from every 
American’s sense that each of us has a personal stake in the future of this great 
nation. 

Mr. Chairman and Members of the Committee, Minnesota’s working families have 
rolled up their sleeves and are pitching in to do our duty at this critical hour in 
history. We are all in this together, for as long as it takes. As we labor for liberty 
and justice, we count on your leadership to assure economic equity and security for 
all Americans. 


Prepared Statement of Brad Anderson 

Thank you Senator Wellstone, Sen. Da 3 don, Rep. Sabo, Rep. Ramstad, Rep. Ober- 
star and Rep. McCollum for inviting Best Buy to speak. 
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IMPACT OF SEPTEMBER 11 TEREOIST ATTACKS 

During this time of national crisis, our top priority has been the safety and well- 
being of all Best Buy employees and their families. For that reason, we closed 100 
Best Buy stores and 700 Musicland stores September 11th. We lost a Sam Goody 
store in the World Trade Center, but are grateful that all company employees are 
accounted for nationwide. 

The much more significant loss we have sustained is the missing family members 
and friends of many of our employees who live or work in the New York, Washing- 
ton or Pittsburgh areas, or were on one of those ill-fated flights. All of our stores 
reopened, except for our World Trade Center location, and we are working to find 
jobs for those employees in our other stores in the area. Of utmost importance to 
me as we adjust to these events is that we continue to live our Company values, 
including respecting all employees and customers. 

Approximately 150 of our employees have been called up for military service, and 
we salute their bravery and dedication. 

Regarding travel. Best Buy told employees that no business travel would be re- 
quired for the two weeks after the tragedy. Since that time we have resumed normal 
business travel. The majority of travel by Best Buy employees is related to store 
openings. Since we are on track to continue opening stores, this travel is expected 
to resume to near normal. 

While it is still to be determined what the final impact will be of Sept. 1 Ith’s trag- 
edies, in the week after the attack, our sales declined modestly, resuming to near 
normal levels by the end of that week. 

As a public company, we only report our results quarterly, which we did on Sept. 
18th. Our enthusiasm over our extraordinary 2nd quarter results was tempered by 
the tragic events of September 11. 

While we won’t comment further on sales, our outlook remains cautiously optimis- 
tic with positive comparable store sales for the third and fourth quarters. 

ABOUT BEST BUY 

Best Buy is the nation’s number one specialty retailer of consumer electronics, 
personal computers, entertainment software and appliances. The Company operates 
retail stores and commercial Websites under the names: Best Buy, Magnolia Hi-Fi, 
Media Play, OnCue, Sam Goody, and Suncoast. The Company reaches consumers 
through more than 11,800 retail stores nationwide. 

Best Buy strives to improve people’s lives by making technology and entertain- 
ment products affordable and easy to use. 

Best Buy achieved an overall rank of 156 on the Fortune 500 in 2001, has 75,000 
employees nationwide and operates more than 450 retail stores in 41 states 
throughout the U.S. 

Best Buy is Minnesota’s 5th largest company. Today, there are approximately 
7,500 employees at Best Buy corporate offices and stores in Minnesota. 

MOVING FORWARD 

In spite of the economy and the tragic events of September 11, we remain cau- 
tiously optimistic about the third quarter. 

The principal drivers of our cautiously optimistic outlook are: 

• Continued expansion of digital products, such as digital TVs, cameras and 
camcorders; 

• New product introductions, including new game hardware and software such as 
Microsoft Xbox and Nintendo Gamecube, and new computer operating systems such 
as Microsoft XP; 

• High caliber of employees; 

• Experienced management team and a culture of excelling under adversity. 

Some analysts predict that people will stay closer to home, and therefore, sales 

of televisions, DVD hardware and software may be strong. They anticipate that con- 
sumers will rely more heavily on mobile communications and portable technology 
to stay in touch. 

Since Best Buy meets its customers at the intersection of technology and life, we 
are in the best position to provide the home entertainment products to make their 
time at home more enjoyable and more productive. 

We will continue with plans to open 45 new Best Buy stores in the third quarter. 
We expect to hire more than 5,000 employees for those locations as well as begin 
our hiring for the holiday season. We estimate that we will increase our staff levels 
by approximately 30% with occasional seasonal employees, which equates to about 
14,000 jobs. 
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Best Buy will continue its aggressive growth, opening more than 60 new stores 
per year and is on track to have more than 650 stores nationwide by 2004. We will 
continue the acquisition of Canada’s Future Shop. 

Best Buy will stick to our mission and our 75,000 employees will do it better than 
we’ve done it before. We will move forward, being prudent in managing our business 
given the economy and September llth’s events. 

Best Buy will do its part to help the state and nation’s economy by continuing 
to open stores, hire employees and offering products that improve consumers’ lives 
and take advantage of the newest technologies for home and work. 

Thank you. I will be happy to take any questions. 

Prepared Statement of Marilyn Carlson Nelson 

Mr. Chairman and Members of the Minnesota Delegation: 

I am Marilyn Carlson Nelson, Chair and Chief Executive Officer of Carlson Com- 
panies, Inc. 

I am proud to say that Carlson Companies, one of the world’s largest global travel 
and hospitality companies, is headquartered right here in Minnetonka, Minnesota. 

I am pleased to be here today to discuss with you our people, our industry and 
our country and what can be done to minimize the harm to all, as a result of the 
September 11th tragedy. 


SUMMARY 

Before the events of September 11, the US was already experiencing a 10 percent 
decline in the travel industry. By the end of September, Carlson businesses were 
off 35 percent. (If this were to continue and were to hold true across the nation’s 
travel and tourism industry, it would represent a potential loss of 3.7Million jobs 
nationwide.) 

Under ordinary circumstances, only the efficient survive in these businesses af- 
fected by powerful market forces and fierce competition; however, these are far from 
ordinary circumstance — these are extraordinary times for all of us. The market sim- 
ply cannot handle such a catastrophic, dislocating, externality. 

We at Carlson are private and fiercely independent. We have never sought gov- 
ernment assistance, but our employees, our franchisees and even we now have suf- 
fered or will suffer tremendous harm from this totally unforeseen calamity, without 
the short term, immediate assistance of the Federal Government. 

Americans are not traveling. While safety was, initially, the primary reason, now 
it is concern about a possible recession, costs, their jobs and the perceived need to 
conserve. 

Unchecked, this crisis has the potential to put 163,000 Minnesotans out of work 
in the next 60-90 days. If the tourism industry decreases by 20 percent: 

• The US economy will lose 2.2 million jobs 

• There will be 3.6 percent decrease in gross domestic product (GDP) 

The pre-September 11 economic forecasts were predicting only a 1.6% increase in 
GDP. A 2% net decline would make consumers lack of confidence a self fulfilling 
prophesy. 

We are not asking for a bail out for business. Nor are we asking for measures 
which would only treat the symptoms and not the cause. 

We, our franchisees, our employees and Carlson desperately need 3 things, imme- 
diately: 

1. A short term stimulus package that will keep people employed, 

2. Help for Displaced Workers, and 

3. Liquidity. 

However, the most crucial is the stimulus. 

We desperately need financial incentives to get Americans on planes, in hotels 
and dining and using our great entertainment facilities. This will keep people em- 
ployed, be a benefit to consumers, reduce costs for business and enable travel 
agents, restaurants, hotels and resorts and entertainment providers to survive. 

Without this a recession is a certainty and government cost will increase as tax 
revenues at the Federal, State and local levels decline by far more, long term than 
the near term costs of the package. 

How do I know this? 


CARLSON PEOPLE AND COMPANIES 

We and our franchisees employ approximately 9,717 people here in Minnesota, 
124,244 people throughout the United States and 192,000 people worldwide. We are 
a major employer in the state, supplying services that fuel hundreds of related busi- 
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nesses and provide many times the number of jobs we create, in our state and 
throughout the United States. 

We recognize that we sink or swim together. Our fates and theirs are intertwined. 

We operate and franchise travel agency businesses under the Carlson Wagonlit 
Travel, Results Travel and Cruise Holidays brands, here and throughout the United 
States and the World. Seventy agencies, with 90 locations, are located in Minnesota 
and 1,205 throughout the United States. 

Our 506 owned, operated and franchised domestic Hotels include Radisson Hotels, 
Country Inns and Suites by Carlson, and the Regent, Park Plaza and Park Inn Ho- 
tels. Worldwide the total is 765, 50 of which are hotels located in Minnesota. 

Our Carlson Marketing Group is one of the worlds largest marketing companies, 
providing incentive travel for over 200,000 people a year. The vast majority of our 
Carlson Marketing Group employees are located right here. 

We own and franchise 15 restaurants here in Minnesota and a total of 749 res- 
taurants in 47 states and 52 countries. These include 671 T.G.I. FRIDAYS, 53 PICK 
UP STIX, and 25 other restaurant concepts. 

Our Radisson Seven Seas Cruise line, headquartered here in the U.S. is the 
worlds premiere cruise line operating 6, Five star cruise ships. 

In short, we embrace every aspect of the travel, lodging and dining industry other 
than air and ground transportation services. 

Notwithstanding the severity of what we have and are experiencing, I want to 
note with a great deal of pride that the owners and employees of our travel agencies 
worked night and day since the grounding of the airlines, assisting stranded travel- 
ers with lodging and rebooking travelers directly affected by this crisis. All of this 
was without charge to the traveler and in almost all cases, without any additional 
compensation, for this assistance over many weeks, while they were experiencing a 
45% decline in business. 

The stories of the extraordinary efforts of people at the our Regent Hotel in down- 
town Manhattan, our Carlson Wagonlit people, in the Pentagon, supporting our gov- 
ernment travel, our airport Fridays people serving hungry passengers and our Hotel 
people in Canada and Europe, as well as here accommodating passengers, literally 
bring tears to my eyes. 


IMPACT ON OUR PEOPLE AND CARLSON 


Travel 

Overall, our business travel in Minnesota and the U.S. is down an average of 35% 
since September 11. 

Before September 11, all of our travel agency businesses were severely impacted 
by the airline commission cutbacks. 

Most of our franchisees are small, family owned businesses, employing 3 to 4 peo- 
ple at each location. They rely heavily on small business travelers and leisure trav- 
elers. Due to the discretionary nature of leisure travel, that segment of the business, 
alone, is down more than 45%. 

All of these businesses operate in tremendously competitive markets, operating on 
razor thin margins of 1-2%. A sustained sales decline of only a few percent over a 
few months doesn’t just represent an operating loss, it often means closing their 
doors. 

If nothing is done, quickly, I can predict with confidence that that many of our 
small Minnesota travel agent franchisees will be closing their doors, due to this un- 
precedented reduction in travel, stemming from this disaster. 

Hotels 

Our hotels which are primarily dependent on business air travel have experienced 
a similar 35% decline. Those which service the driving public have returned to past 
levels. 

While the numbers of hotels are great, consider a single hotel and its value to 
people. Here is the break down at a typical 300 room Radisson hotel which employs 
on average 200 people: 

Management 15% (60% female) 

Food/Beverage 50% (50% women) 

Housekeeping 15 % (90% women) 

Front Office 10% (60% female) 

Maintenance 2% (1% female) 

Accounting/Purchasing/Store Room 7% (50% female) 

Sales (90% female) 

There is a large immigrant population in housekeeping in particular, many also 
in food and beverage. 
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Most employees in those 2 groups (which represent 65% of total hotel workers) 
are female, at the lower end of the wage scale, some are sole wage earners, and 
some are single mothers. Many have had little opportunity to have prepared finan- 
cially for a lay off situation. 

Furthermore, our “Typical Hotel” writes 500-600 checks per month to outside sup- 
pliers monthly for various products and services. Among these are: 

Transfer Suppliers (limo services/cab drivers) 

Food Suppliers 

Non and Alcoholic Beverage Suppliers 

Linen Suppliers 

Uniform Suppliers 

Laundry Suppliers 

Furniture Suppliers 

Carpets Suppliers 

Drapery Suppliers 

Fixture Suppliers (lamps/sinks/tubs/showers/toilets) 

Cable TV Supplier 
Movie Channel Supplier 
China/Glass/Silverware Suppliers 

Amenities Suppliers (soaps, lotions, shower caps, shoe shine mitts, ashtrays, 
matches, etc.) 

Office Supply Companies 
IT Suppliers 

Utility Companies (Electric/GasAVater) 

Waste Removal Suppliers Chemical Suppliers 
Air Conditioning/Electrical/Plumbing Suppliers 

Pest Control Suppliers Gift Shops (and their suppliers — t-shirt vendors, candy 
bars, aspirin, magazines, books, souvenirs, etc.) 

And the list goes on.. ..especially when you factor in surrounding area economic 
damage to local restaurants, tourist attractions, gas stations, convention centers, 
and so on. 

Restaurants and Cruise 

If things do not rapidly change, our restaurants expect losses stemming directly 
from this crisis in excess of 10 million dollars by the end of the year and we esti- 
mate that our Cruise business will suffer in excess of 7 Million dollars in losses. 

If these losses continue, the economic fall out to our employees, small business 
franchisees and their employees will be staggering. 

Overall Impact on Minnesota 

In Minnesota our travel based economy, like our agricultural economy, constitutes 
a life blood for our great state. The facts for Minnesota are — 

• Travel Expenditures-$7 Billion ^ 

• Travel & Tourism-generated Sales Tax Receipts-$1.1 billion 

• 170,000 jobs related to Travel & Tourism ^ 

• 2699 lodging properties in the state 

Anecdotes 

The convention bureaus for the Twin Cities Metro area estimate that, since Sep- 
tember 11, the greater metro area has lost over 25 Million dollars in lodging and 
dining alone, as a direct result of this crisis. That is in excess of 1 Million dollars 
a day in lost lodging and dining sales, right here in the Twin Cities. (This does not 
include the impact on Northwest and Sun Country airlines nor the Minneapolis 
Saint Paul Airport, Mail of America and other retail outlets.) 

Grandview Lodge on Gull Lake Comments by General Manager Mark Ronnei 

• Lodge usually employs 500 people during peak season; year-round average is 
300. 

• 20% of visitors are from out of state. 

• Sept, decrease in revenue: 12%; October projection: 20%; November: “virtually 
gone”. 

• 35% of business usually comes from conferences — this has been “wiped out.” 


1 State of Minnesota figures from the Travel Industry Association of America, Tourism Indus- 
tries/international Trade Administration. “Travel Expenditures” includes spending by U.S. resi- 
dent and international travelers in the U.S. on travel related expenses (i.e., transportation, lodg- 
ing, meals, entertainment & recreation, and incidental items), as well as international passenger 
fares on U.S. flag air carriers. 



54 


• Many of the conferences are held hy MN-hased corporations, who bring in em- 
ployees from all over the country and world. They’re now not coming. 

• Have made seasonal adjustments only at this point in their workforce, hut if 
there is no bounce back in November, a 15% reduction in workforce is expected. 

Bloomington Convention and Visitors Bureau Comments by Shaun Corwin 

• There are 20,000 workers in the Bloomington Hospitality industry. 

• There are 35 hotels in Bloomington that are reporting an estimated $6 million 
lost in room revenue for September. 

• She is seeing some creative ways to cut back on payroll expenses by hotels such 
as: part time employees giving up jobs so fulltime employees can keep their jobs; 
administrative staff is cutting back to 4 day work weeks; reduction in hours worked 
by hourly employees — the average goal is a 20% reduction in payroll. 

Unchecked, this crisis has the potential to put 163,000 Minnesotans out of work 
in the next 60-90 days. ^ 

Nationwide 

In the United States Travel & Tourism is the number 2 industry. ^ 

The estimated financial impact of travel (includes U.S. resident and International 
Travel) is: 

• Travel Expenditures — $578.8 Billion 

• Travel-Generated Payroll — $171.5 Billion 

• Travel-Generated Employment — 7.8 Million Jobs (I in 17) 

• Travel-Generated Tax Revenue — $99.5 Billion 

• Trade Surplus with Other Countries — $14.1 Billion 

Before the events of September 11, the U.S. was already experiencing a 10 per- 
cent decline in the travel industry. In September, Carlson businesses were off 35 
percent. (If this percentage were to hold true across the nation’s travel and tourism 
industry, it would represent a loss of 3.7 Million jobs.) ® 

If the tourism industry decreases by only 20 percent: 

• The US economy will lose 2.2 million jobs. 

• There will be a 3.6 percent decrease in gross domestic product (GDP) will re- 
sult. ® 

And I understand that It costs the government five times as much to maintain 
an unemployed individual than it does to support one with a job. 

The Minnesota and the U.S. economy face an immediate crisis in its number two 
industry: Travel and Tourism. This crisis could easily: 

• Put 2 million Americans out of work, many of them in the next 60-90 days. 
(Compared to the 100,000 airline workers who have already lost their jobs.) ® 

• Cause failure and foreclosure of many hotels, sending a shock wave through the 
banking sector. 

• Cause the loss of more than 100,000 U.S. travel agents (who write 80% of air- 
line tickets) thus exacerbating the problem. ® 

• Compound the loss of U.S. restaurant worker jobs, already estimated to exceed 
90,000 in September alone. ^ 

• Cost Federal, state, and local governments more than $20 billion in teix reve- 
nues: Minnesota could lose $420 million in taxes alone. 

• Reduce the U.S. GDP by 3.6% (based on a 20% decline in Travel & Tourism 
business). ® 


2 Based on a 20% decline in Minnesota jobs; using statistic that 6% of U.S. jobs are generated 
by T & T (Travel Industry Association of America research), the actual percentage of jobs in 
MN related to T & T could actually be higher. 

3 “Number two U. S. industry"per House Caucus on Travel and Tourism. 

Travel Industry Association of America, Tourism Industries/International Trade Administra- 
tion. “Travel Expenditures” includes spending by U.S. resident and international travelers in the 
U.S. on travel related expenses (i.e., transportation, lodging, meals, entertainment & recreation, 
and incidental items), as well as international passenger fares on U.S. flag air carriers. 

^ Based on a 20% decline in U.S. jobs; using statistic that 6% of U.S. jobs are generated by 
T & T (Travel Industry Association of America research). 

® World Travel and Tourism Council estimates. 

"^Statements by Bill Marriott, Chairman & CEO Marriott Hotels, Marilyn Carlson Nelson, 
Chairman & CEO, Carlson Companies, Jonathan Tisch, Chairman & CEO, Loews Hotels; Barry 
Stemlicht, Chairman & CEO, Starwood Lodging in Travel & Tourism CEO Summit meeting 
with U.S. Commerce Secretary Donald L. Evans, September 25, 2001. 

® Estimates, American Society of Travel Agents. 

^Estimates, National Restaurant Association. 

Based on a 20% decline of the $100 billion in tax revenues currently generated by T & 
T (Travel Industry Association of America research). 
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WHAT ARE THE INDUSTRY AND OUR EMPLOYEES ASKING FOR? 

A Stimulus package — Not a Bail out. A short term program that will keep people 
working and be good for all affected by this crisis. It has 3 essential components: 

1. Stimulating Travel and Keeping People Employed, 

2. Helping Displaced Workers, and 

3. Liquidity 

Stimulating Travel and Keeping People Employed 

1. Provide for a $500 tax credit ($1000 for teixpayers filing jointly) for enumerated 
personal travel expenses for travel originating within North America (airplane, 
cruise, train and bus tickets, hotel and motel accommodations, and rental cars, but 
not meals) for the period 9/12/01-12/31/02. 

2. Restore full deductibility for those business entertainment expenses, including 
meals, that are now subject to a 50% deduction for the period 9/12/01-12/31/02. (The 
average business meal is less than $20 and does not include any alcoholic beverages 
at lunchtime.) 

3. Restoration of the tax deduction for travel expenses of a spouse accompanying 
an employee on a business trip to 100%. 

4. Provide a workforce teix credit for training, retention, and hiring of travel and 
tourism industry workers. 

5. Provide substantial federal funding, with private-sector support and input, for 
advertising campaigns to encourage travel to and originating within the United 
States. 

Helping Displaced Workers 

1. Direct assistance by the Federal government to those states that may be over- 
whelmed with worker compensation and unemployment claims resulting from the 
September 11th attacks. 

2. Assurance by the Federal government that health benefits will be continued for 
displaced workers. 

Liquidity 

1. Payroll tax relief for employers and employees. 

2. Expand the SBA loan program to small businesses that would not otherwise 
qualify for the Economic Injury Disaster Loan Program, with loans to be available 
at the lowest possible loan rate; granting discretionary authority to the SBA Admin- 
istrator to adjust size standards for eligibility to ensure that firms falling outside 
the SBA’s definition of “small” are not inadvertently left behind. 

3. Expand the allowance of carry back of net operating losses for teixpayers in the 
travel and tourism industry beyond the current two-year limit for losses attributable 
to the period 9/11/01-12/31/02. 

We recognize that this will mean expenditures. However without these the econ- 
omy and government revenues will suffer even more. 

The most crucial is the stimulus. While significant, the remainder is a band aid 
for the wound. 

We desperately need short term financial incentives to get Americans on planes, 
in hotels and dining and using our great entertainment facilities. This will keep peo- 
ple employed, be a benefit to consumers, reduce costs for business and enable travel 
agents, restaurants, hotels and resorts and entertainment providers to survive. 

Without this we fear that a deep recession is a certainty and government cost will 
increase as tax revenues at the Federal, State and local levels decline by far more, 
long term than the near term costs of the package. 

Prepared Statement of Thomas F. Stinson 

Mr. Chairman and Members of the Committee: 

My name is Thomas Stinson. I am an associate professor in the Department of 
Applied Economics at the University of Minnesota. Since 1987 1 have also served 
as Minnesota’s State Economist. 

Thank you for the opportunity to discuss with you the impact of the September 
11 terrorists’ attacks on the outlook for Minnesota’s economy. 

Economists will likely debate for some time whether an economic downturn would 
have occurred in the absence of those attacks. There is no denying though that at 
best the U.S. economy was in a very precarious position in August, teetering on the 
edge of recession. In that month, unemployment rose by 0.4 percent, payroll employ- 
ment fell by 113,000 jobs, and manufacturing output fell for the llth consecutive 
month. Help was on the way from the Federal Reserve’s interest rate cuts and the 
federal tax rebate, but there was widespread concern that consumer spending. 
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would turn down before that fiscal and monetary stimulus had time to take effect. 
Surveys of consumer confidence taken between September 1 and September 10 con- 
firmed the legitimacy of those fears, showing an 8 point decline in consumer senti- 
ment from August’s readings. 

Now, nearly three weeks after the attacks, nearly all forecasters believe that the 
longest economic expansion in U.S. history has come to an end. While no one really 
knows what will occur over the next few months, there is general agreement that 
the cutbacks in economic activity following September’s shocking events were suffi- 
cient to cause a decline in real GDP in the third quarter of 2001. Growth during 
July and August had been anemic and September’s disruption so substantial that 
even though just 20 days of third quarter economic activity were directly affected, 
forecasts of a decline in real GDP at an annual rate of between 0.5 percent and 1.0 
percent are now common. For the current quarter, forecasters are even more pessi- 
mistic, calling for real GDP to decline at an annual rate of between 1 percent and 

2.5 percent. The majority of forecasters currently believe the economy will begin to 
rebound after the start of 2002, although a significant minority expect the recession 
to continue for one or two additional quarters. Differences in estimates of how 
quickly the consumer sector bounces back are the key to both the depth and dura- 
tion of the recovery. 

While I hope that the current majority view is correct I currently assign a higher 
probability to a forecast in which the recession extends until at least late spring of 
2002. I hasten to add, however, that because so much of the outlook for the next 
twelve months depends on consumer psychology, and because economists have no 
special expertise in anticipating a change in consumer sentiment, all forecasts — in- 
cluding my own — are little more than quasi-informed speculation. The econometric 
models we use to prepare our forecasts rely heavily on historical patterns and inter- 
actions in projecting the outlook for the U.S. economy, and the shocks to our econ- 
omy which occurred on September 11 were without historical precedent. 

The terrorist attacks also weakened Minnesota’s near-term economic outlook. Our 
state’s productive capacity remains intact and there was no physical damage to our 
office towers, plants and equipment as there was in New York. But, the national 
and international demand for Minnesota produced goods and services has certainly 
diminished, and until that demand recovers output and employment in Minnesota 
will shrink. Minnesota is part of the national economy, our manufacturers and serv- 
ice providers market their products throughout the country, and the current na- 
tional economic slowdown will be felt in Minnesota. Our state’s economy is well di- 
versified. We are not overly reliant on a single industry and that diversification 
helps us avoid some of the booms and busts which occur in states with less diversi- 
fied economies. But, in a time when demand for most goods and services is expected 
to slip, Minnesota’s economy will not escape relatively unscathed as we did in the 
1990-91 recession. 

Even though Minnesota’s unemployment rate was a full 1.3 percentage points 
below the U.S. average in August, signs of softening were already visible prior to 
the attacks. In recent months our state’s unemployment rate has hovered around 

3.5 percent, payroll employment has actually fallen by 9,000 jobs since May on a 
seasonally adjusted basis, and state withholding teix collections are failing below 
forecast. In 1998 Minnesota’s unemployment rate was 2.5 percent, the lowest in the 
nation and in recent years we had added an average of 10,000 jobs over the May- 
August period. Since the start of this year manufacturing employment has fallen by 
12,000 jobs, a particularly disturbing statistic, since Minnesota has until recently 
been notable for increasing manufacturing employment even though nationally man- 
ufacturing employment was failing. The accompanying chart showing initial unem- 
ployment claims and active unemployment claims for the past three and one-half 
years provides further evidence of the weakening in the Minnesota economy which 
had occurred during the past twelve months. 

Two forecasting services have attempted to forecast state economic impacts of the 
terrorists’ attacks in recent weeks. One expects Minnesota’s economy to be among 
the hardest hit, placing us in the bottom quartile of states. The other, ranks us just 
about average in growth after the shock, although they find that Minnesota’s econ- 
omy would be relatively less damaged by reaction to September 11 than the U.S. 
average. While it truly is much too early to gauge the extent of the economic weak- 
ness brought on in Minnesota, my own preliminary analysis leads me to suspect 
that our state’s economy will perform about as well as the national averages over 
the next twelve to eighteen months. Again though, let me emphasize that this reces- 
sion will be more severe in Minnesota than the last recession, and it is likely to 
be felt by all sectors of the economy. 

The problems facing certain sectors of the Minnesota economy, particularly the 
airline transportation and the tourism and hospitality related sectors, have received 
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considerable media attention during the last two weeks. There is no doubt that 
firms in those sectors and the employees of those firms face difficult times in the 
weeks ahead. But, this state’s economic problems will extend well beyond those sec- 
tors, important as they are. Increasing airport security, relieving the cash flow prob- 
lems of the airlines, and increasing air travel will not be enough to turn the U.S. 
economy or the Minnesota economy around. This economic slowdown was already 
being felt widely across the Minnesota economy prior to September 11. The post 
September 11 impacts will be even more widespread. 

I believe that additional stimulus is required to ensure that the current decline 
in the U.S. economy does not extend beyond early 2002. Lower interest rates will 
help stimulate increased business investment, but at a time when capacity utiliza- 
tion rates are already as low as they were during the twin recessions of the early 
1980s and real, inflation adjusted interest rates are near zero, monetary policy by 
itself will not be enough. The fiscal stimulus provided by the federal rebate certainly 
helped economic activity in the last quarter, but now that stimulus has been ex- 
hausted and additional stimulus timed to hit the economy in the crucial first quar- 
ter of 2002 is required. 

Federal Reserve Chairman Greenspan and former Treasury Secretary Rubin have 
been reported to have advised Congress that a substantial and immediate stimulus 
package is needed. Their suggestion should be taken seriously. Immediate action by 
Congress is particularly important because to be effective the fiscal stimulus must 
be flowing to the economy by early January. A substantial cut in payroll taxes effec- 
tive only during the first quarter of 2002, or a second tax rebate based on payroll 
taxes paid during the fourth quarter of 2001 are potential alternatives which would 
provide the fiscal stimulus needed on a timely basis. There are of course, a number 
of other potential options which also meet the immediate and substantial test. 

I encourage you to draw a sharp distinction between teix cuts or spending pro- 
grams which may be worthy on their own merits and those that are needed to 
quickly stimulate the economy. Tax cuts or spending programs which dribble out a 
little money each week for a year or more are unlikely to provide a sufficient boost 
to economic activity next January and February when the jump-start is needed. A 
spending program which authorizes new money which will not actually be spent 
until later in 2002 or even 2003, even has the possibility of being counter-produc- 
tive, creating inflationary pressures by adding stimulus after the economy has al- 
ready begun its recovery. 

Prepared Statement of Sung Won Sohn 

Mr. Chairman, and Members of the Committee: 

I am pleased to be here today to discuss with you the important issue of the Min- 
nesota economy in the wake of the terrorist attack of September 11th. 

All indications are that the state of the U.S. economy was precarious even before 
the terrorist attack of September 11th. Private investment was contracting at an 11 
percent annual rate in the second quarter of this year. In the outset, corporations 
slashed investment spending following the Y2K scare and a tighter monetary policy 
environment from the Fed. Since then, profit margins have been squeezed by higher 
energy costs and dwindling corporate demand. A lack of corporate earnings growth 
in the coming quarters is likely to keep investment spending below recent norms, 
threatening productivity and production growth. 

The magnitude and duration of the economic malaise depends critically on con- 
sumer spending. Consumer spending, though moderating since last year, still re- 
mained at historically high levels in the second quarter. Leading to the widely held 
belief that consumption is the last pillar propping up the U.S. economy. Though a 
look at third quarter GDP and consumer spending will not occur until later this 
month, the deterioration of consumer sentiment surveys as well as lower retail sales 
reports, suggests significant weakening in consumption in the third quarter. This 
weakness in consumer spending is likely to carryover to at least the fourth quarter 
in our most optimistic scenario. The prospects for consumer spending clearly remain 
on the downside. 

The impact on the U.S. labor market is beginning to take shape. The unemploy- 
ment rate in the U.S. currently stands at 4.9%. A level that many economists had 
previously predicted as being the peak of the jobless rate during the current eco- 
nomic downturn. But in the wake of the terrorist attacks, these relatively mild pro- 
jections have been revised. Private sector economists now expect the unemployment 
rate to rise as high as 5.5%, with the possibility of it going to an even higher 6.0%. 
Employers have reported a widespread hesitancy to make future investment and 
employment plans in the now uncertain economic environment. 
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Mass layoff announcements continue to mount from the airline, travel, hospitality, 
and financial services industries. The manufacturing industry, which comprises 
about 17% of employee compensation, remains squarely in recession for the four- 
teenth consecutive month according to the latest National Association of Purchasing 
Managers manufacturing survey. Industrial production growth has now been con- 
tracting for 14 consecutive months. Industrial machinery, auto and auto parts man- 
ufacturing, transportation equipment, electronics and electrical components, print- 
ing and publishing, and telecommunications equipment manufacturers have been 
hit the hardest by the slackening of corporate demand. Nationally, a net 940,000 
jobs have disappeared in manufacturing in the past year. 

Minnesota is not immune to the national manufacturing and economic downturn. 
After enjo 3 dng a decade of above average employment growth, many of Minnesota’s 
top industries face tough times ahead. As a result, employment has not appreciably 
grown in Minnesota compared to a year ago. The Iron Range of Northern Minnesota 
is seeing a decline in demand for taconite pellets as the auto and auto parts indus- 
try sees fiat or weakening demand. Intense competition from foreign steel manufac- 
turers is also behind much of the decline. Employment in metals mining is down 
24 percent or 1,300 jobs from a year ago. Manufacturers in industries such as com- 
puters and telecommunications equipment, printing and publishing, paper, lumber 
and wood products, rubber and plastics have all seen significant employment de- 
clines. 

Many of Minnesota’s largest employers have announced mass layoffs, such as 
Honeywell, Qwest Communications, Northwest Airlines, 3M, Allina Health Systems 
and American Express. Minnesota has seen a total of 23,128 mass layoffs through 
August 2001 versus 9,124 through the same period in 2000. 

Honeywell has cut 700 jobs at its Electronics Materials Division and is expected 
to cut another 160 jobs this year in Minneapolis. At the same time, Honeywell em- 
ployment should be supported by an expansion of the $5 billion Home and Building 
Control Group into a new $8 billion Automation and Control Group. 

Qwest Communications is struggling with lack of demand and excess capacity in 
its fiber optics network. The Denver based company has announced it will cut 4,000 
jobs nationwide or 6 percent of its total staff. It is unclear how many of those cuts 
will occur in Minnesota, but with 7,550 Qwest employees in the state, there are 
bound to be some job losses here. 

The Minnesota airline industry is also being hit with a large number of layoffs. 
Northwest Airlines has announced 4,600 job cuts due to the diminished demand for 
travel. Mesaba Airlines is cutting 400 jobs, and Sun Country is eliminating 250 jobs. 
Also, 3M and Allina Health Systems have announced they will cut 1,000 jobs each 
in Minneapolis. In financial services, American Express Financial Advisors has an- 
nounced it will cut 800 to 1,000 jobs in the state. In addition, the state’s a^icultural 
industry has seen limited growth due to subdued agricultural and commodity prices. 
Many of these industries, major exporters for the state, are engines of job growth 
and a driver of above-average Minnesota per capita incomes. 

As a result, Minnesota’s labor market is beginning to loosen. Since the first of the 
year, Minnesota’s unemployment rate has spiked 50 basis points to 3.6%, though 
still well under the national average. Unemployment is expected to become an even 
larger problem over the next two quarters as Minnesotans continue to enter the 
labor force even as employment growth grinds to a halt. 

It is important to realize that the challenges facing the Minnesota economy over 
the next year are cyclical in nature, and do not reflect any fundamental or struc- 
tural defect in the state’s economy. In fact in the long-run Minnesota’s economy is 
well positioned to continue to perform on par with the nation. The state benefits 
from strong net in-migration from Wisconsin, California, North Dakota, Illinois, and 
Iowa, in a notoriously slow-growth Midwest region. This positive net immigration 
drives state population growth and boosts demand for consumer goods, housing, and 
services, while also allowing above-average emplo 3 Tnent growth. 

In addition, Minnesota has a well-diversified industrial base that keeps economic 
and employment volatility to a minimum. During the last national recession in 
1991, Minnesota’s economy never really contracted, allowing economic growth to re- 
bound much more quickly and with more vigor than other regions of the country. 
Minnesota did not experience the real estate boom and bust that hit the rest of the 
country, or experience the dislocations that the real estate bubble caused. The cur- 
rent downturn is likely to hit closer to home. With many of Minnesota’s major in- 
dustries facing deteriorating business conditions, the economic decline is likely to 
be more abrupt and broadly based this time around. 

To date, the aggressive and rapid response of Federal policy makers provides a 
floor for the Minnesota economy. Congress’s swift action to enact stimulatory tax 
cuts aimed at boosting consumer spending, as well as recent initiatives to provide 
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additional spending on airlines, defense, security, and disaster relief, should go a 
long way toward getting the national and Minnesota economies back on track. 

Additional stimulus has come from the rapid loosening of monetary policy. Nine 
interest rate cuts so far this year by the Federal Reserve has brought the Fed funds 
rate down to a near zero real interest rate environment. The benefits from the cuts 
are only now starting to be realized, since the lag on monetary policy can take any- 
where from six months to a year before any impact is felt in the overall economy. 
The massive amount of liquidity injected into the financial system by the Federal 
Reserve will keep the Minnesota economy from totally derailing. 

On balance we believe that the next six months will entail modestly worsening 
employment conditions and continued hesitance of consumers and businesses to 
commit to long-term purchases and investments. However, we expect a robust eco- 
nomic recovery sometime in 2002, returning the State of Minnesota to its pre-slow- 
down expansion path. 

Thank you Mr. Chairman and Members of the Committee. 

Statement of Mark McClain 

Mr. Chairman and Members of the Committee: 

My name is Mark McClain, Chairman of the Northwest Airlines Master Executive 
Council at the Air Line Pilots Association (ALPA). Thank you for affording me this 
opportunity, speaking on behalf of all Northwest pilots, to inform you of the nega- 
tive economic impact to their careers following the September 11 attacks against the 
United States. 

As a result of these attacks. Northwest Airlines was forced to reduce its system 
capacity by 20 percent. This has resulted in the planned layoff of 850 pilots, ap- 
proximately 15 percent of Northwest’s pilot workforce. Additionally, 153 pilots who 
are scheduled to retire over the next six months will not be replaced, yielding an- 
other two percent in pilot workforce, for a total planned reduction of 17 percent. 

The reduction in pilot jobs will be taking place over the next several months. Due 
to the stringent training requirements of pilots, layoffs were implemented imme- 
diately to allow employed pilots necessary training time on aircraft formerly held 
by the laid-off pilots. To date, 40 pilots have been laid off, 260 are scheduled to be 
laid off January 1, 2002, followed by 100 pilots per month until the planned total 
of 850 pilot layoffs is achieved. 

Obviously, the loss of these jobs is devastating to the affected individuals and 
their families. However, this present situation is unique and unprecedented as com- 
pared to other “turbulent times” in past years within the industry in that competing 
carriers are experiencing similar reductions in system capacity. Therefore, North- 
west pilots will be unable to gain employment at other airlines as these carriers are 
implementing similar pilot layoff plans. 

While being highly skilled and educated, the scope of a pilot’s specific training 
does not easily transfer to other career classifications. Many pilots who find them- 
selves laid off will have to be retrained or will require further education in order 
to establish a career outside of the airline industry. In many cases, a new career 
will result in diminished earning potential as compared to average income capacity 
within the piloting profession. 

In addition to pilots who have been laid off or will be in the near future due to 
the September 11 attacks, the remaining employed pilots at Northwest and at other 
carriers will also suffer economic hardship. For example, pilots select their jobs on 
a strict seniority system and as junior members are laid off, more senior members 
are forced to fill the lower-paying positions that have been vacated. Furthermore, 
many employed pilots will also face a reduction in flying hours. As a response to 
a weakened demand for air travel due to the attacks against the United States, air- 
lines were forced to reduce the frequencies of flights. Since pilots are paid per flight 
hour, the pilots who survive the implementation of layoffs and remain employed, 
will experience further wage losses due to a reduction in flying hours available for 
scheduling. Because of these two factors — displacements to lower-paying positions 
and fewer flying hours on pilot monthly schedules — many pilots will realize a 30 
percent reduction in actual W2 earnings. 

Although this testimony is primarily about the negative economic impact to the 
pilots of Northwest Airlines, it is important to mention that pilot layoffs at North- 
west and at other airlines have caused a negative impact to ALPA. The harsh eco- 
nomic reality faced by ALPA’s members has had a ripple effect on the union both 
as an institution and an employer. With a reduction in membership caused by pilot 
layoffs and further reduced earnings of remaining members, a dramatic decrease in 
dues revenue has resulted. 
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Very similar to the airlines, ALFA is forced by necessity to take significant cost- 
saving measures to deal with the huge loss in revenue. ALFA has already imposed 
a hiring freeze and will be forced to deal with reduced budgets at the very time rep- 
resentational demands of its membership are at historically high levels. 

In conclusion, the attacks on September 11 have had devastating effects to the 
pilots of Northwest Airlines, pilots at other airlines and to ALFA’s membership and 
staff including many who reside in Minnesota. 

Thank you again for allowing me to share my views. 

Statement of Carlson Wagonlit Travel 

The travel and tourism industry in our country is suffering as a result of the at- 
tacks on America last month. As one of your constituents who works in travel and 
tourism. I’m particularly concerned about the severe ripple effect that the federal 
government shutdown of last month continues to have on our state. We’re not ask- 
ing for a handout instead we’re asking you to provide your support and sponsorship 
to S. 1500, H.R. 3011 and H.R. 3401 to help once again stimulate demand for and 
confidence in travel and provide necessary loans to keep the industry moving. 

Ours remains the only industry shut down by the federal government for the safe- 
ty of citizens. The shutting down of airlines, and subsequent fear of travel, created 
a ripple effect which has resulted in an ongoing “travel drought.” In addition to the 
devastating impact we’ve felt in the travel agent segment of the industry, millions 
of jobs are in danger of disappearing in the next few months in hotels, restaurants, 
car rental firms, airlines and other related businesses. 

One in 17 American jobs is directly related to travel and tourism, and the indus- 
try creates $100 billion in tax revenues. With stakes so huge, it should come as no 
surprise that I’m just one of thousands of your constituents who are reeling from 
the long-term impact of the shutdown. I ask you to help give our industry tools that 
can help us to get back on track. 

The attack on September 11 was against our country’s infrastructure AND econ- 
omy. Therefore, it is right that swift action be taken at the federal level to prevent 
terrorists from seeing both elements of their plan come to fruition. I urge you to 
lend your voice to those you are tr 3 dng to protect, American jobs and businesses, 
especially those of the significant numbers of constituents who are in danger of los- 
ing theirs. Flease sign on as a cosponsor today. 

Thank you for your consideration. 

Statement of Carlson Leisure Group 

The travel and tourism industry in our country is suffering as a result of the at- 
tacks on America last month. As one of your constituents who works in travel and 
tourism. I’m particularly concerned about the severe ripple effect that the Federal 
Government shutdown of last month continues to have on our state. We’re not ask- 
ing for a handout instead we’re asking you to provide your support and sponsorship 
to S. 1500 and H.R. 3041 to help once again stimulate demand for and confidence 
in travel. 

Ours remains the only industry shut down by the Federal Government for the 
safety of citizens. The shutting down of the airlines, and subsequent fear of travel, 
created a ripple effect which has resulted in an ongoing “travel drought.” In addition 
to the devastating impact we’ve felt in the travel agent segment of the industry, mil- 
lions of jobs are in danger of disappearing in the next few months in hotels, res- 
taurants, car rental firms, airlines and other related businesses. 

One in 17 American johs is directly related to travel and tourism, and the indus- 
try creates $100 billion in tax revenues. With stakes so huge, it should come as no 
surprise that I’m just one of thousands of your constituents who are reeling from 
the long-term impact of the shutdown. I ask you to help give our industry tools that 
can help us to get us back on track. 

The “Travel America Now” legislation introduced in the Senate by Senators Jon 
Kyi (R-AZ) and Zell Miller (D-GA) and in the House by Representatives John Shad- 
egg (R-AZ) and Neil Abercrombie (D-HI) will go a long way toward doing just that. 
These bills offer a strong alternative to a bailout. Instead, they provide Americans 
with a tax credit that will encourage them to travel now, and in turn, immediately 
stimulate the economy. 

The attack on September 11 was against our country’s infrastructure AND econ- 
omy. Therefore, it is right that swift action be taken at the Federal level to prevent 
the terrorists from seeing both elements of their plan come to fruition. I urge you 
to lend your voice to those who are trying to protect American jobs and businesses, 
especially those of the significant numbers of constituents who are in danger of los- 
ing theirs. Flease sign on as a cosponsor today. 
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My wife and I are both in the Travel business and she has been laid off and my 
job is in jeopardy. We have two kids in college and this is a scary time for our whole 
family. We aren’t going to get anything from the airline bailout. (They actually 
needed help before the disaster.) We don’t want or need that kind of help. We just 
want Americans to get back on airplanes. You (the government) have done a great 
job of insuring the public’s safety. People just need an offer they can’t refuse to get 
them back in the air so they can see for themselves that things are safe. I have 
been on five flights since the disaster and see people a little, worried each time. This 
bill would be just the method to say the government will back up the safety issue 
with a tax break. Please help our industry and the traveling public. 

Thank you for your help and consideration. 

Statement of Jim Callaghan 

The travel and tourism industry in our country is suffering, and because of that, 
our economy is too. Ours is the only industry shutdown by the Federal Government 
as result of the September 11 disasters and therefore, it is fair to ask for your help. 
Our industry creates $100 billion in tax revenues. One in 17 American jobs (20 mil- 
lion!) is directly related to travel and tourism. Industry experts predict that, overall, 
hotels could lose $2 billion in room revenue and other associated income. Moreover, 
a projection by PricewaterhouseCoopers shows revenue per available room declining 
between 3.5 percent and 5 percent this year — the largest decrease in room revenue 
in 33 years. 

Because I am involved in the lodging industry, it should come as no surprise that 
I’m just one of thousands of your constituents who is reeling from the long-term im- 
pact of September 11, 2001. 

Millions of jobs are in danger of disappearing in the next few months in hotels, 
restaurants, travel agencies, car-rental firms, airlines and other related businesses. 
I ask for your help to keep this from happening. 

Our industry isn’t asking for a bailout, we’re asking for a temporary Federal stim- 
ulus package to help the travel and tourism industry. We’re asking you to provide 
your support and sponsorship of the “Travel America Now” act embodied in Senate 
file 1500 and House file 3041. 

A key element of this legislation is the personal teix credit for travel by Ameri- 
cans. Without this element, the stimulating effect of the legislation will be slowed — 
perhaps to the point that it is too late. 

The attack on September 11 was against our country’s infrastructure, economy 
and way of life. Therefore, it is right that swift action be taken at the Federal level 
to prevent the terrorists from seeing their plan come to fruition. I urge you to lend 
your voice to those who are trying to protect the jobs and businesses of America. 
In doing so, you’ll be protecting the jobs and businesses of your own constituents, 
like me. 

Please support the “Travel America Now” act with the personal tax credit in- 
cluded. 

Thank you for your consideration. 

Statement of Gordon Aaneeud 

RESPONSE OF THE WORKFORCE DEVELOP SYSTEM 

The long standing commitment of Congress in supporting employment and train- 
ing has allowed state and local officials the ability to maintain a system that can 
step up and effectively respond during this time of turmoil. The mechanisms cur- 
rently in place under Workforce Investment Act (WIA) provides a nationwide struc- 
ture that can be utilized to respond quickly as layoffs occur. 

Congress can help by increasing the funding available through the Workforce In- 
vestment Act programs (specifically, WIA Title I adult and dislocated worker). 

In Minnesota, the One Stop WorkForce Center System is well positioned to re- 
spond to the layoffs resulting from the crisis in the airline and related industries 
as well as the overall economic slowdown. Under the Workforce Investment Act 
(WIA) Minnesota has established a network of 53 one stop WorkForce Centers that 
are strategically positioned across the state to deliver employment and training 
services wherever the need arises. 

Currently, the State is requesting an emergency grant of $24 million to respond 
to the layoffs in the airline and related industries. If appropriated these funds will 
be used to serve laid off workers through a coordinate response that engages the 
entire employment and training system. In the Twin Cities Metro area all of the 
Workforce Service Areas (WSAs) and other non-profit service providers are uniting 
to provide services to the laid off worker in the airline and related industries. Also, 
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beyond the Twin Cities Area other Workforce Service Areas are willing to lend staff- 
ing support to those areas experiencing a high demand for services. In addition, the 
response effort will be closely coordinated with efforts of the State’s Higher Edu- 
cation Institutions (MnSCU). 

Through the active involvement of business leaders on the local Workforce Invest- 
ment Boards and local Elected Officials, Minnesota’s One Stop WorkForce Centers 
are able to effectively coordinate resources and services to meet the needs of both 
individual job seekers and employers. The Workforce Development System is ac- 
tively responding to the sudden and dramatic change in the economic situation. Now 
is the time to invest in Minnesota Workers! 

During these extraordinary times, it seems that everybody has a job to do to react 
to the employment crisis. Congress must provide resources, states must administer 
programs and local partners must deliver services to meet the needs of unemployed 
workers. 

Representing the local partners, we are willing do our part. 

Thank you for your time and attention to these important matters. 

Statement of Thomas E. Parrow Jr. 

Mr. Chairman, and Members of the Committee: 

I am pleased to share with you my views about the number of laid off employees 
at Northwest Airlines. I, a 25 year veteran of the airline industry, have for quite 
some time been concerned about the practice of farming out aircraft maintenance 
to foreign soils. First, it obviously takes good paying jobs from our shores. Second, 
it also provides a perfect opportunity for terrorist groups to do whatever mischief 
they please to American aircraft while in foreign maintenance facilities. FAR. 145, 
the governing structure that allows these practices. 

Maybe it is time to resend or greatly scrutinize these practices. The Airlines will 
of course howl about cost savings, but in reality if they would learn that we, their 
workforce are not an adversary but a highly skilled and if treated with respect, mo- 
tivated entity would jump at the opportunity to come to their aid. 

I understand that in this situation layoffs have to occur, this is and always will 
be a reality of this business, but the methods and the personnel that Northwest has 
laid off are disturbing to me. I hope that the upper management of NWA would 
never stoop to the depths of taking advantage of a horrific national tragedy to cir- 
cumvent contractual commitments and use it as an excuse to put more United 
States citizens, Minnesota working families out of work. I realize this may seem a 
rash statement but remember I am the 25 year veteran whom has worked for four 
different carriers. I have seen how these management structures will expend vast 
resources to accomplish ridiculous goals, when all they had to do was just be up 
front and honest with their workforce. 

Thank you for your time. 

Statement of Barbara J. Muesing 

Mr. Chairman, and Members of the Committee: 

I am pleased to share with you my views about strategies for workforce and busi- 
ness recovery after the horrific events of September 11. This I do as an advocate 
for training and development as an effective tool to complement other recovery ini- 
tiatives. 

Certainly, there is urgent need to help people with urgent problems. Layoffs and 
the recession economy demand a swift response. But, there also is urgent need for 
resources to support workforce education, career and lifework planning, and em- 
ployee retraining programs during this unusually challenging time in our nation’s 
history. 

Minnesota’s higher education community is well positioned as a potential partner 
with business and industry to design and deliver quality educational products to 
meet this need. At the University of Minnesota, the College of Continuing Edu- 
cation, just this month, has launched a new Career and LifeWork Center to help 
individuals in transition. 

Here’s the point. Whether the laid-off individual is a professional in a high-tech 
company or a food service worker at the airport, the need is greater than “finding 
a job.” It’s counseling and advising to connect the employee to better employment 
opportunity. At the October 8 hearing, when Hydra Juhor was asked what she need- 
ed, she didn’t respond, because she didn’t know about the range of services and sup- 
port that would easily move her along to a better paying job and a better life for 
her and her family. It’s those connections that can help all the Hydras find and real- 
ize new aspirations during this time of trouble. 
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Legislation to support LifeWork counseling, career advising, training and edu- 
cation, are all important to this agenda. Plus, it gives the term “relief’ a more for- 
ward direction of hope. 

Thank you. 


Statement of Lara Prieve 

At the end of January 19, 2001 1 was told by NWA (Information Systems Consult- 
ing Project Manager) that my services were no longer needed because the major 
project I was working on lost its funding. I went on unemplo 3 Tnent until my consult- 
ing firm. Alternative Resources Corporation (ARC) found me project work at the end 
of April. I worked intermittently until the September 11, 2001. My wages were aug- 
mented with unemployment money. I was continuing to pursue full-time employ- 
ment elsewhere. 

Before the attack my firm was negotiating with a company in Des Moines for ad- 
ditional work. After the attack all negotiations are on pause. The client is not re- 
turning our calls. My manager has told me that he will call me with any work, al- 
though he’s encouraged me to look elsewhere because after the attack all projects 
in the pipeline are stalled. 

As of this date (October 12, 2001) 1 have $876.00 left in my unemployment ac- 
count. I am interviewing for full-time work, but the least I need is an immediate 
extension of unemployment benefits along with extension of COBRA. Currently, my 
employer is paying my benefits. 

Also, a disciplined stimulus package from the Federal government is urgently 
needed. This should include, but not be limited to: 

Tax incentives for corporate spending 

Lowered rates for corporate income teix 

Lowered rates for personal income teix 

Lowering of capital gains tax 

I thank you in advance for your prompt attention to this matter. 

Statement of Joseph Wellcome 

Mr. Chairman, and Members of the Committee: 

I am honored to share with you a brief timeline of events that lead up to my cur- 
rent economic situation. I have been employed — with a 2 year degree in 
moldmaking — in the machine trades for over two decades. The first fifteen years I 
have been able to live the American dream. However, the last five years has been 
a struggle that is unimaginable, not only for myself but for most of the machine 
trades, with many machine shops going out of business. 

As the American economic system shifts from a manufacturing based economy to 
a more service oriented one — which I believe in part was due to the NAFTA agree- 
ment — I saw the need to return to school. I am a firm believer of the achievement 
ideology, therefore I have been returning to school for approximately the last four 
years to obtain a degree in manufacturing Management through the First College 
at Metropolitan State University in St. Paul Minnesota. I am optimistic that I will 
be able to bring to business new paradigms to level the playing field with our neigh- 
boring countries, and help bring the manufacturing sector in America back into com- 
petition in this global economy. 

Due to economic forces I have been unemployed as of July 24, 2001, furthermore 
my spouse has been unemployed since May 9, 2001, she was a travel consultant for 
Carlson Companies in Minnetonka, Minnesota. We are both members of the dis- 
located workers program and are returning students seeking lasting employment in 
this new economy. Due to the tragic events of September 11th, the economy appears 
to have gone from bad to worse, and has fallen into a recession. My family and I 
have been without employment and health insurance since July 29, 2001, and our 
unemployment benefits will soon be exhausted and we will be forced to return to 
a workforce that is crumbling. 

It is my understanding that the economic stimulus package that is currently pro- 
posed focuses primarily on the individuals and businesses that are immediately ef- 
fected by the September 11th incident. In a crisis such as this, how can our elected 
officials forget anyone who builds this nation? Why do certain groups of individuals 
receive extended unemployment benefits under the stimulus package whereas oth- 
ers do not? Are we Americans not worthy of these tools to aid in our returning to 
the workforce? Is The President empathetic only to those that he can see grieving? 
Isn’t this America, the united? I believe that the September 11th events exacerbated 
the effect on the economy as a whole, and there is a ripple effect for all businesses 
in this country, therefore all the unemployed should be treated as equals! Isn’t that 
the basis of our constitution, equality? 
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As the ethnographic study by Jay Macleod — “Ain’t no Makin’ it” — clearly displays 
the inequalities in America today, Jay exposes the social barriers to success for two 
groups of individuals. I believe these barriers do not only affect people in low income 
projects (which his book focuses on) but are spread on a broader scale that attack 
all income classes below the wealthy. Furthermore, I believe the current economic 
stimulus package is introducing even more barriers to success by discriminating 
against people already in the unemployment line by not considering them as needy 
recipients of the extended benefits of unemplo3mient compensation. 

Mr. Chairman and members of the committee, I ask that the “Congress of the 
United States” include every American suffering in this lagging economy by extend- 
ing a helping hand to all the unemployed across this great nation. How can we unite 
if policy makers are not including every American in the current economic stimulus 
package? 

[Whereupon, at 12:40 p.m., the committee was adjourned.] 
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